AUTHENTICATED 
US. GOVERNMENT 
INFORMATION ^ 


CAUGHT UP IN RED TAPE: THE IMPACT OF 
FEDERAL REGULATIONS ON SMALL BUSINESSES 
AND CONTRACTORS 


HEARING 

BEFORE THE 

SUBCOMMITTEE ON CONTRACTING AND 
WORKFORCE 

OF THE 

COMMITTEE ON SJ^IALL BUSINESS 
UNITED STATES 
HOUSE OF REPRESENTATDH]S 

ONE HUNDRED TWELETH CONGRESS 

SECOND SESSION 


HEARING HELD 
JUNE 14, 2012 



Small Business Committee Document Number 112-072 
Available via the GPO Website: www.fdsys.gov 


U.S. GOVERNMENT PRINTING OFFICE 
76^78 WASHINGTON : 2012 


For sale by the Superintendent of Documents, U.S. Government Printing Office 
Internet: bookstore.gpo.gov Phone: toll free (866) 512-1800; DC area (202) 512-1800 
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001 


HOUSE COMMITTEE ON SMALL BUSINESS 

SAM GRAVES, Missouri, Chairman, 

ROSCOE BARTLETT, Maryland 
STEVE CHABOT, Ohio 
STEVE KING, Iowa 
MIKE COFFMAN, Colorado 
MICK MULVANEY, South Carolina 
SCOTT TIPTON, Colorado 
CHUCK FLEISCHMANN, Tennessee 
JEFF LANDRY, Louisiana 
JAIME HERRERA BEUTLER, Washington 
ALLEN WEST, Florida 
RENEE ELLMERS, North Carolina 
JOE WALSH, Illinois 
LOU BARLETTA, Pennsylvania 
RICHARD HANNA, New York 
NYDIA VELAZQUEZ, New York, Ranking Member 
KURT SCHRADER, Oregon 
MARK CRITZ, Pennsylvania 
JASON ALTMIRE, Pennsylvania 
YVETTE CLARKE, New York 
JUDY CHU, California 
DAVID CICILLINE, Rhode Island 
CEDRIC RICHMOND, Louisiana 
GARY PETERS, Michigan 
BILL OWENS, New York 
BILL KEATING, Massachusetts 


Lori Salley, Staff Director 
Paul Sass, Deputy Staff Director 
Barry Pineles, Chief Counsel 
Michael Day, Minority Staff Director 


(II) 



CONTENTS 


OPENING STATEMENT 

Page 

Hon. Mick Mulvaney 1 

WITNESSES 

Colonel Charles O’Cain, USAF, Ret., Owner, Owl Business Consulting, LLC, 

Rock Hill, SC 4 

Mr. Doug Meyer-Cuno, President, Carolina Ingredients, Rock Hill, SC 10 

Mr. Monty Felix, CEO, Alaglas Pools, Saint Matthews, SC 16 

Curwood Chappell 23 

Jeff Carrington 23 

Ken Speirs 26 

Warren White 27 

APPENDIX 

Prepared Statements: 

Colonel Charles O’Cain, USAF, Ret., Owner, Owl Business Consulting, 

LLC, Rock Hill, SC 31 

Mr. Doug Meyer-Cuno, President, Carolina Ingredients, Rock Hill, SC 41 

Mr. Monty Felix, CEO, Alaglas Pools, Saint Matthews, SC 32 


(III) 




CAUGHT UP IN RED TAPE: THE IMPACT OF 
FEDERAL REGULATIONS ON SMALL BUSI- 
NESSES AND CONTRACTORS 


THURSDAY, JUNE 14, 2012 

House of Representatives, 

Subcommittee on Contracting and Workforce, 

Committee on Small Business, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 10:05 a.m., in the 
Rock Hill City Council Chambers, 155 Johnston Street, Rock Hill, 
South Carolina, Hon. Mick Mulvaney (Chairman of the Sub- 
committee) presiding. 

Present: Representative Mulvaney. 

Chairman Mulvaney. Good morning. I am going to call this 
hearing to order. Thank you all for being here. I am going to deal 
with a couple of housekeeping matters first. 

First, I want to tell you why we are here and thank you all for 
coming. A lot of folks do not realize, this is a formal and official 
Congressional hearing. This has the same scope and the same 
gravity that it would if we were doing this in the Longworth House 
Office Building in Washington, D.C. It is just that as the Chairman 
of a Subcommittee, I have the ability to do this anywhere that I 
like. We have done one of these hearings in Los Angeles, Cali- 
fornia, we have done one of these hearings in Sumter, South Caro- 
lina. And I think it is a tremendous tool to allow us to go outside 
of Washington, D.C. and actually get input from real folks and 
from real people about real world experiences and how the law re- 
lates to them. 

So today, before we begin, I want to thank everybody for being 
here, especially the witnesses. I appreciate their willingness to be 
here. I do have a request, gentlemen, that when you present your 
testimony, if you would do it, please, from the podium behind you, 
because there is a microphone there. We did not have three micro- 
phones for you up front. 

The way it is going to work today, folks, because this is part of 
the formal Congressional Record, is that you are going to hear me 
read an introduction. You are also going to hear me read some 
questions when the gentlemen are finished. Each of the gentlemen 
will have as much time as they like to tell us about the reasons 
that we are here, which is to try and look at the ways that govern- 
ment impacts their business when it comes to regulatory and 
health insurance issues. So with that, I will begin with my formal 

( 1 ) 
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introduction and my statement and we will go to you gentlemen 
and we will take questions and stuff after that. 

The House Small Business Committee has kept a particular 
focus on federal regulations and policies that are adding to the as- 
sortment of uncertainties confronting small business, particularly 
when those uncertainties add to our nation’s stubbornly high un- 
employment rate. 

We have held numerous hearings in Congress related to various 
regulations and have heard continuously that the entire regulatory 
process is flawed and that it often punishes job creators and stifles 
economic growth. Even President Obama launched an effort to 
evaluate regulations that create unnecessary burdens. The Presi- 
dent has issued an Executive Order mandating that agencies do 
more than the bare minimum required to ensure that stakeholders 
have an opportunity to communicate their views on agency regu- 
latory actions. Unfortunately, the regulatory agencies under his ad- 
ministration have gone in the exact opposite direction from time to 
time. 

On October 24 of last year. Gallop released a poll that outlined 
small business owners’ most pressing concerns, and according to 
this poll, small business owners are most likely to say that com- 
plying with government regulations is the most important problem 
facing them today. That is more than taxes and more than the 
overall economy. The Gallop poll is mirrored by numerous trade as- 
sociation surveys, such as the one conducted by the United States 
Chamber of Commerce in March of 2012. That Chamber study 
found that almost half of small business owners said regulation is 
a greater threat to their business than taxation and litigation com- 
bined. Similarly, a poll conducted by the National Federation of 
Independent Business found that 63 percent of respondents believe 
the rules issued by the federal government have done more to hurt 
small business and 74 percent believe that the federal government 
should focus on creating jobs instead of issuing new rules and regu- 
lations. The message is clear — small businesses need Washington 
to stay out of the way. 

Small business owners face unique challenges in navigating fed- 
eral regulations. According to the study, “The Impact of Regulatory 
Costs on Small Firms,” published by the SBA’s Office of Advocacy 
in September of 2010, small businesses face an annual regulatory 
cost of over $10,500 per employee, which is 36 percent higher than 
the per employee regulatory cost facing large firms. It is oftentimes 
more expensive for small firms to implement regulatory rules and 
to abide by regulations than it is for large businesses. 

And while regulations certainly have benefits, they also have 
costs that are barriers to entry, distort markets, and divert scarce 
capital away from job creation. Small businesses simply do not 
have the resources to navigate the ever-increasing maze of federal 
regulations. 

Take the new healthcare law for example. Between now and full 
implementation in 2018, 46 new provisions of that healthcare law 
will need to be implemented. This is on top of the 46 that have al- 
ready been implemented over the past two years. The sheer num- 
ber of things to track and comply with has gotten to be so con- 
fusing for small mom and pop shops struggling to get by in tough 
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economic times, that many of them have simply given up. It all 
goes back to the question, why is Washington making things hard- 
er for small business and not easier. 

EPA, another federal agency that has consistently drawn the ire 
of the small business community, has proposed rules to regulate 
greenhouse gases, the proposed utility maximum achievable control 
technology rule, and the potential regulation of coal ash. All have 
the capacity to increase the cost disproportionately on small busi- 
nesses. Each of these rules on their own and in combination could 
directly and indirectly lead to substantially higher energy costs and 
reductions in employment. 

Direct costs incurred by small businesses when complying with 
regulations present a significant problem, but it is not just direct 
costs that hinder growth. Dodd-Frank is an excellent example of 
how indirect costs can hurt small businesses as well. While very 
few of the 500 rulemakings required by Dodd-Frank will apply to 
small business, these new rules will have the potential to hit them 
where it hurts them the most, their access to capital. In the last 
few years, lending to small firms has plummeted to record lows. 
The stricter regulatory environment created by Dodd-Frank and 
the new Consumer Financial Protection Bureau combined with the 
uncertainty brought by many of the law’s main provisions could 
very well be the reason why we have seen such weak growth in 
small business lending. 

Unfortunately, these are but a few of the regulatory burdens fac- 
ing America’s small business owners. Washington must do a better 
job of helping small firms grow to become tomorrow’s big busi- 
nesses. 

I look forward to listening to the testimony from each of the gen- 
tlemen today and hope you can help me and this Committee iden- 
tify these regulatory barriers and discuss options that are available 
to us. Again, I welcome you. 

And what we will do is I will read a brief introduction for the 
record for each of you gentlemen, and then we will start with you. 
Colonel O’Cain, and move down the table and take your testimony. 
Please take as much time as you like. If we were in Washington, 
we would be limited to five minutes, but the nice thing about doing 
these hearings here is that we have got as much time as you like. 
So please do not feel rushed at any time. 

I know you have all submitted written testimony, which will be 
part of the record. Feel free to go beyond that in your verbal testi- 
mony. Again, what we are trying to do here today is take the story, 
take the real world stories of what happens when small businesses 
try and deal with what Washington gives them, and take those sto- 
ries back to Washington to try and see if we cannot improve things. 

The introductions. Our first witness today is retired United 
States Air Force Colonel Charles O’Cain. He spent 30 years as an 
acquisition executive on active duty and in the Reserves working 
in various capacities from base level to the Pentagon. He has also 
worked for 25 years in the private sector as a contracts executive 
for Texas Instruments Defense Group and for Raytheon. For the 
past five years, he has been the owner of Owl Business Advisors, 
helping small and medium sized businesses conduct business with 
federal, state, county, and city governments as a consultant. 
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Thank you again, Colonel, for being here. 

Next will be Douglas Meyer-Cuno. Mr. Meyer-Cuno founded 
Carolina Ingredients in July of 1990 with a vision of creating a cus- 
tomer-service driven and value-added distribution company. After 
10 years, Carolina Ingredients built a blending facility which al- 
lowed the company to create even more value for its customer base. 
And over the past two decades, the company has evolved into a 
well-known regional blending manufacturer with sales throughout 
the United States. Mr. Meyer-Cuno has been actively involved in 
managing the sales department but now dedicates the majority of 
his time to the company’s vision and planning. Today, the company 
proudly employs 37 people and is located right here in Rock Hill. 
Thanks, Mr. Meyer-Cuno, for your time as well. 

Rounding out the panel is Mr. Monty Felix, owner and CEO of 
the Alaglas Pools in Saint Matthews, South Carolina. He is the im- 
mediate past president of the American Composite Manufacturers 
Association, which represents composite manufacturers across a 
wide variety of industries, including aerospace, automotive, archi- 
tecture, custom molding, marine, recreation and transportation in- 
dustries. Thank you again for making the trip up the road from 
Saint Matthews, Mr. Felix. 

So with that. Colonel, we will begin with you. I understand you 
are going to talk to us a little bit today about the difficulties that 
sometimes businesses face when contracting with the federal gov- 
ernment, something very near and dear to my heart. Again, if you 
would not mind, perhaps moving to the podium while you speak, 
that would be extraordinarily helpful. 

STATEMENTS OF COLONEL CHARLES O’CAIN, USAF, RET., 

OWNER, OWL BUSINESS CONSULTING, LLC, ROCK HILL, 

SOUTH CAROLINA; DOUG MEYER-CUNO, PRESIDENT, CARO- 
LINA INGREDIENTS, ROCK HILL, SOUTH CAROLINA; AND 

MONTY FELIX, CEO, ALAGLAS POOLS, SAINT MATTHEWS, 

SOUTH CAROLINA 

STATEMENT OF COLONEL CHARLES O’CAIN 

Colonel O’Cain. Good morning, Mr. Mulvaney and everyone else 
who is attending the hearing. 

Maybe I should start by explaining the difference between a 
large business and a small business. A large business, all these 
problems that Mr. Mulvaney has alluded to regarding regulations 
are not a problem for large business. They are a cost, but not a 
problem, because in each one of those areas where a regulation has 
to be complied with, they simply have a vice president or senior 
vice president or director with an army of people who take care of 
all that. They make all the right submissions and they do not get 
in any kind of trouble with the government, because they have the 
resources to be able to do that. 

But mom and pop, they do not have these vast resources to call 
to help them navigate their way through these shark-infested 
waters. It is daunting enough that a number of small businesses 
will not even try to do business with the government because they 
see that it is too complicated, too complicated. And then there are 
other small businesses who want to do business with the govern- 
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ment and they attempt to do business with the government. Be- 
cause resources are vital to them, financial resources, they gen- 
erally try themselves. So they will go online and search websites 
and read this site and that site and what-have-you. And normally 
after a few weeks, they are more confused than when they started. 
They have no idea where to start to begin doing business with the 
government, and if they think they have begun the process, they 
have no idea when they are done. How do you know when you are 
done. How many certifications does it take before you can actually 
submit a bid and negotiate a contract with the government. 

This is what I do now as a consultant. As Mr. Mulvaney pointed 
out, I have considerable experience on both sides of the negotiating 
table, both on the government side and the private sector side. I 
worked for large businesses — Texas Instruments and Raytheon are 
huge billion dollar businesses. And so, you know, we did not have 
problems with the regulations, we just had a vice president that 
took care of all that for us and we went on about doing our busi- 
ness. 

What I do to help small businesses be in a position to do busi- 
ness with the government is I guide them through the process. I 
know what it takes. There are about 15 things that you have to do 
in order to be able to do business with the government, unless you 
want to do also business with GSA, which adds another four or 
five. But the way the process is set up, you cannot start with step 
six because you need — in step six, you need the certificate you got 
from step five to go to step six. And so when businesses try to work 
their way through the process, they find something and say, look, 
I need to do this in order to be able to do business with the govern- 
ment. So they try to go do it. Halfway through the form, they find 
out there is a code that they do not have. They have no idea how 
to get that code, there is no step, there is no note out to the side 
that this code comes from, you know, step five. And so on and so 
forth. So you have to go step one through step X in order to be able 
to do business with the government. 

Most small businesses understand the reason that some of this 
is difficult. I think all of us would understand that. Would you like 
your government to do business with terrorist organizations or con- 
victed felons? Or how would your like your taxpayers’ dollar spent 
by businesses that have a long history of providing terrible goods 
and services? 

Part of the process that a small business goes through is to vet 
those out, is to get the non-players out of the way so that the legiti- 
mate, sound, honest, hard-working small business organizations 
can do business with the government. So the small businesses do 
not argue that yeah, this is necessary, some of this is necessary in 
order to ferret out the non-players, but there are other things that 
enter into a small business’ decision to do business with the gov- 
ernment. There are a lot of products and services where they are 
required to be done by U.S. firms. A lot of small businesses get 
their base products, their raw materials overseas because a lot of 
it comes from overseas. And so someone has to advise them that 
you cannot get your material from Taiwan any more, you are going 
to have to get it within the United States in order to do business 
with the government. The good thing is that everybody has to do 
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that. Your competitors also have to get their raw materials from 
the United States and not outside. 

There are certain countries that you cannot do business with. 
Cannot do business with North Korea — not sure why you would 
want to, but you cannot. Iran is also a country that you cannot do 
business in, and there is a list of them, they are all listed. You just 
have to know where to go find them, you know. Everything you 
need to do in order to be able to sell goods and services to the gov- 
ernment is online somewhere. And the problem is that small busi- 
nesses do not know where to go to start and they do not know 
when they are finished with all the processes that are necessary in 
order to do business with the government. 

There is what is called a CAGE code, it is an identification code 
that without that, you cannot do business with anybody. Well, how 
do you get that? How do you know you need that? And then how 
do you go get it? Well, that is like step four, so you have got to 
have gone through one, two and three before you can get to a 
CAGE code which comes electronically from the government. Back 
in the old days, it was all done by paper and this process could eas- 
ily take a year and a half or two years in order to be able to do 
business with the government. The good news is that the govern- 
ment has all of these regulations and requirements online, it is just 
a matter of finding them and knowing what step to go through, the 
order to go through in order to be able to do business with the gov- 
ernment. 

I do not have solutions for all the problems that Mr. Mulvaney 
brought up, with regulations and that sort of thing, but again, a 
lot of these regulations are good regulations. OSHA, you know, do 
you want to have a safe work environment. I have gone into clients 
and gone into their warehouse and just walking around, looked up 
and seen a heavy item up on the top shelf just teetering up there 
waiting on a thunderstorm to send that crashing down on some- 
body’s head. And as I walk through, now I am an OSHA rep — not 
really, but I am trying to help them stay clear of violations that 
when the OSHA rep comes in they are going to find. These make 
sense. I say you are going to have to move that box back because 
it is going to fall on somebody and kill them and if the OSHA guy 
comes in here, he will shut you down. And so a lot of these have 
practical reasons for being there, you know. 

The government gets over-zealous though, you know, and there’s 
this reason and that reason and the other reason and what-have- 
you. Unfortunately, I do not have the answers to all of that — I do 
not. What I do have answers to is how can we make it easier for 
small businesses to be able to do business with the government, to 
be able to submit proposals, submit bids, go in and negotiate con- 
tracts. That I can do. The good news is that it is easy to do in that 
there is a light at the end of the tunnel, the solution is there and 
it is a matter of implementing that. I am not a computer whiz, but 
I can sit down with a computer whiz and knock this thing out in 
a short period of time. So what you would have then maybe is a 
flood of small businesses coming in trying to do business with the 
government and now they are learning about OSHA and healthcare 
and all the other stuff. 
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But the way it is now, they do not have to worry about that, be- 
cause they never can get to the table. What I can do is bring them 
to the table. And that is my expertise. 

All the other regulations, I am sorry, I do not have answers to 
them. 

Chairman MULVANEY. Colonel, let me interrupt you and ask you 
a question because you have hit on some of the key items. 

Thank you, by the way, for mentioning the fact that taxpayers 
do not want the government dealing with terrorists and felons and 
folks who have a reputation for really shoddy materials and there 
is a public interest in making sure that folks that are dealing with 
the government are following all the OSHA regulations, for exam- 
ple. I think it is important to remember that we are not here today, 
there is no movement in Washington to get rid of those types of 
regulations. There are some that all of us accept actually are help- 
ful to the process and also protect the taxpayers in the long run. 

However, at the other end of the extreme, I am reminded of the 
hearing that we conducted in Sumter and in Sumter, there was a 
$103 million government contract to build the new Third Army 
Headquarters at Shaw Air Force Base. Third Army moved from 
Fort McPherson in Atlanta up to Sumter, and they did so with a 
$103 million contract. We found out as a result of the hearing down 
in Sumter that less than $250,000 of that money actually went to 
small local businesses. And when we asked why, we heard a lot of 
what you just talked about, which is it was simply too hard for 
folks to get qualified. You mentioned that there are 15 steps plus 
another four if you are GSA. You did not talk about the additional 
10 steps if you are trying to be an 8A minority owned business or 
something like that. 

Colonel O’Cain. That is actually in there. That is part of the 15 
steps because with a client, I asked them, I said, you know, you 
are a man, but does your wife own this business or own 51 percent 
or does your wife work in the business and could you convert to 
being an 8A contractor and that sort of thing. So part of those 15 — 
I cover a lot of that with them to give them the best advantage. 
But yeah, that is part of 

Chairman MuLVANEY. If you and I sat down with that 15-step 
list and I said. Colonel, help me streamline this, what would be the 
first place you would look at to maybe either combine a couple of 
steps, skip a couple of steps, what are the opportunities you have 
got to make that easier? 

Colonel O’Cain. Well, actually, Mr. Mulvaney, I can step some- 
one through the 15 steps in about two weeks, and that is submis- 
sion time and receipt time for the various codes and all. All those 
codes have a reason in the government, there are reasons for those 
codes that go to the efficient operation of an organization as large 
as the United States government. So to combine those steps, it 
would take someone smarter than me to go do that. 

The point is, if those steps are there, how can you get through 
them as quickly as possible. That I can go do. It is like how do you 
do away with OSHA. 

Chairman Mulvaney. You and I were talking beforehand, before 
the hearing, about what it used to be like before the internet and 
how the internet actually has created the opportunity to try and 
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improve things that used to be done by mail back and forth, which 
I think was much longer. We also talked about the fact that there 
is so much information available on the internet that it is some- 
times difficult to navigate. 

Could you talk about what the advantages or disadvantages or 
the online system are? 

Colonel O’Cain. Yes. First of all, that is a vast improvement. 
When I was a second lieutenant, I was telling Mr. Mulvaney, some- 
one would submit a written form and the checker of the form would 
get down to box three and there is an error, so they would mail 
it back to them and there is mail time, you know, a week, 10 days, 
whatever. And then when the small business gets a chance, they 
would get the form at night and would go through and correct the 
error in box three and resubmit the form. And then the checker 
would get all the way down to maybe, you know, box eight and find 
an error and mail it back to them, and so on and so forth, and a 
year and a half later, you know, they finally are able to do business 
with the government. 

All of that can be done in two weeks now, can be done in two 
weeks if you know where to go and you know what the boxes 
mean — two weeks. So we have gone from a year and a half to two 
weeks. So I see that as a vast improvement. The problem is is that 
there is no place out there on the internet that will take a small 
business and say here are the 15 things you need to go do with lit- 
tle notes out to the side, you know, click on this and we will tell 
you what this step is. 

Chairman Mulvaney. Have you tried the SBA website for that? 

Colonel O’Cain. Have I tried what? 

Chairman Mulvaney. Is there an SBA — Small Business Admin- 
istration — website? 

Colonel O’Cain. Oh, yes, and a lot of the stuff is in there. In fact, 
a lot of the codes and the things and what you have to do is in 
there. But you have to know which little tab to go to to click on 
to work on step two and so on and so forth. 

The point is is that somewhere there ought to be some key 
phrases like “Doing business with the government” or “How to do 
business with the government” or “Government business” or some- 
thing that will take you to a table and say, you know, if you want 
to just do business with the local base — Army, Navy, Air Force, 
Marine base — here are the 15 things you need to go do and here 
is the order that you need to go do them in, because you need a 
code from step one to go to step two and the code from step two 
to go to step three and so on and so forth. And when you get 
through, you will be able to do business with the government. 

If you want to do business with GSA also, then here are the four 
or five other steps that you need to go through. And this is why 
they are there. One of the steps with GSA is you have to take a 
course, you have to take an online course that will take an average 
person several hours to go complete. And the reason for that is that 
GSA — their base is so big, they do business with the entire federal 
government, most state, county and city governments are able to 
order some things from GSA. And so in order to be able to do busi- 
ness with GSA, they do not have time to call up every small busi- 
ness that does not know what they are doing and say you cannot 
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do that. And so what they do is they require anyone who wants to 
do business with GSA to take this course and you have to success- 
fully complete that course and get a certification that you have fin- 
ished that before you can go on to the other three steps. That is 
not bad. 

Chairman MuLVANEY. We just did an entire hearing last week on 
the GSA schedules and the process by which you can get your ma- 
terials on the schedule. It was scintillating, I can assure you. 

Colonel O’Cain. Yeah. 

Chairman MuLVANEY. I am going to ask you one last question 
and then I am going to ask Mr. Meyer-Cuno to step up. 

Colonel O’Cain. Okay. 

Chairman MULVANEY. I am going to ask all of today’s folks the 
same question, which is one of the things that we are charged with 
in Washington is trying to prioritize. And with the limited amount 
of time between now and the end of the year and the election, I 
was really stunned by the Gallop poll numbers, the ones that said 
that small businesses considered regulation to be their biggest con- 
cern, above taxation and litigation. And my initial reaction to that 
was that wait a second, but we spend all of our time on taxation 
in Washington, D.C. and if we fix taxation, we’ll fix small business 
and so forth. But then I thought back to my days owning and run- 
ning a restaurant, while the tax code was certainly something that 
I paid attention to, I did not actually worry about the tax code until 
after I started making money. And litigation, I felt like I had a 
handle on it, if I did things right, that I knew were right, I was 
fairly convinced I was not too worried about being sued over some- 
thing. But I lived in constant fear of forgetting to check a box on 
a piece of paper some place that would subject me to some type of 
fine or fee or penalty from the federal government. 

So I will just ask you. Colonel, if you think — are the results of 
that Gallop poll consistent with what you have seen with your cus- 
tomers? 

Colonel O’Cain. Yes, it is. And you know, there are two types of 
small businesses, one of them is already doing business with the 
government and they have had some problems somewhere for 
something; and then the other one is the ones who are afraid to 
do business with the government because of all the horror stories 
they have heard and they have gone into the internet and hit a 
brick wall and have no idea, you know, how to proceed forward in 
order to do business with the government. 

The thing is most reasonable people and small business owners, 
if they ever get the chance to get in there, they can figure a lot of 
that out. Okay? Depending on the type of business, you mentioned 
restaurant, you know, obviously you are going to be inspected to 
make sure it is sanitary. Is that bad, you know, that people do not 
get diseases from eating in your restaurant? I do not think that is 
bad, you know. Most restaurants are cleaner than my wife’s kitch- 
en, because it has to be, you know. But, you know, those are not 
necessarily bad, but somebody starting a restaurant needs to know 
that there are going to be inspectors coming around and these are 
the kinds of things they are going to look for. They are not going 
to inspect it like it is your home kitchen, they are going to inspect 
it far beyond that. You know, crawling underneath the stove to see 
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if they can find a little crumb of bread or whatever, you know, and 
all these count against you. 

So yes, regulations can be daunting and that sort of thing. There 
are places where a small business can go to get help. Right here 
in town, Winthrop University has mentors or something like that. 

Chairman MuLVANEY. The Small Business Development Center. 

Colonel O’Cain. Exactly. And these people have various levels of 
experience in different kinds of business and that sort of thing. 
And sometimes you can go there and maybe get a question an- 
swered or that sort of thing. Or you can hire someone like me. 

Chairman MuLVANEY. Colonel, thank you very much. We may 
have some follow-up questions at the end, but I will ask Mr. 
Meyer-Cuno to step up now and tell us a little bit about 

Colonel O’Cain. Thank you very much. 

Chairman MULVANEY. Thank you. Colonel. 

Mr. Meyer-Cuno, you are going to talk today a little bit about 
your business and how it is going to deal with the new healthcare 
law. 


STATEMENT OF DOUG MEYER-CUNO 

Mr. Meyer-Cuno. First of all, thank you. Chairman Mulvaney 
for inviting me today. 

So a lot of what you have heard I am going to repeat but try to 
give you a story. First of all, I am not a governmental policy wonk 
and I am not an expert on public healthcare. However, I am a busi- 
nessman and I know a few things about managing a company, cre- 
ating jobs and perhaps most importantly keeping my employees 
employed. 

So when I was asked to testify on the impact of the Patient Pro- 
tection and Affordable Care Act, otherwise and affectionately 
known as Obamacare, I thought I could provide a business perspec- 
tive. 

First, and you mentioned this earlier, I respect the government’s 
role in prudent legislation that provides a template for businesses 
to function, pay taxes, and establish laws which create the bound- 
aries for our citizens. We need a balance of laws and regulations 
and taxes. We have to have that, it creates long-term sustain- 
ability. So I am not advocating we do not need that kind of sce- 
nario. 

So I am going to give you a little bit about my story. Carolina 
Ingredients was started in 1990 as a food ingredient distribution 
company out of my home. The first 10 years of business, we grew 
to 12 employees — not very many. Then we created additional value 
by adding a spice and seasoning manufacturing plant. Fast forward 
two decades to 2010, we built the first FEED certified seasoning 
manufacturing company in the country, here in Rock Hill. That 
was at the end of 2009. We employed 21 people at that time. Now 
we employ 37 people. So why do I share this with you? Well, I 
humbly submit our company is an example of the American dream. 

I would like to talk a little bit about the country’s core culture 
because I think we are getting away from that and it goes to the 
legislation. Our model that this country was founded on over the 
last 200 years was based on entrepreneurship, based on self-reli- 
ance, independency, creativity and individual accountability. The 
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first 200 years of this country’s success, this phenomenal success 
we have had, is based on these core cultures. And there are many 
others, but that conversation is not for today. 

It is no secret that the regulations our governments have in place 
today are much different and far exceed what existed in 1776, not 
even to mention 1976. And frankly, that is not a bad thing. We 
talked about that earlier, we need regulations in all aspects of our 
lives. Balance must be created to ensure long-term sustainability. 
However, the Obamacare swings the pendulum to the extreme and 
destroys the balance. And that is what I would like to talk about. 

So I mentioned, I am a small businessman. It was a slow transi- 
tion, it emulates the success of many small businesses. You men- 
tioned this earlier. Chairman Mulvaney, according to the Small 
Business Administration, small businesses employ 59.7 million 
workers, with large corporations employing 60 million, so it is 
about 50/50. Out of that, the small business community supplies 43 
percent of high tech work force. That includes your scientists, your 
engineers, your computer programmers. We also hire a large per- 
centage of the non-skilled workforce. So overall, from 1993 to 2009, 
we supply 65 percent of all jobs in the private sector. 

Well, why is this important? Only 30 out of 100 companies that 
are created today will survive their first two years. Out of the re- 
maining 30, half will survive the first five years and only five will 
make it to their tenth birthday. Of those five companies, only a 
quarter will make it to their 15th birthday. So the reality is, two 
percent of the corporations will meet or exceed their 20th birthday. 
So let us take it back a little, 70 out of 100 companies that are cre- 
ated today will not see their second birthday two years from now, 
and only two percent will be around in 20 years. 

So we have this Obamacare. The legislation is over 2000 pages 
and to be precise, it is 2074. For all of the Senators and Congress- 
men, I respectfully suggest or say, really? Are you serious? Do we 
really need a healthcare program or a bill that is 2000 pages? And 
can frankly anybody tell me what is in it, accurately? It just cannot 
be done. It is a quagmire. 

So my question would be what are the long-term costs to the citi- 
zens and to the government? And who knows? Here is what I do 
know. All government regulations cost small business time, money, 
and manpower — without a doubt. The more time you allocate to- 
wards compliance, the less time you have to create jobs, manage 
our businesses, and compete in the global market. Regulations are 
costly. We talked about this too. For small businesses with less 
than 20 employees, regulations cost $10,500, a little bit more than 
that, per employee. And you are right, large corporations, it is less 
than that. So for young corporations or small corporations, it is 36 
percent more than it would cost a large organization. 

That does not even include Obamacare here. Now in Obamacare, 
there are multiple regulations that have nothing to do with 
healthcare. There are items like the tanning tax, the 1099 report- 
ing forms, the Cadillac tax, the employer mandates, the individual 
rebates. Oh, by the way, if you survive all those regulations, we 
have a bonus, it is called the healthcare insurance tax, just cannot 
get enough of those. In the end, the legislation is evasive, it is pu- 
nitive and overwhelming to the business community. 
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Ever heard of death by a thousand cuts? This is the type of 
things that are death by a thousand cuts. My best guess, Carolina 
Ingredients’ healthcare cost will increase between 100 and 150 per- 
cent. These are annual healthcare costs today of $125,000 will 
eventually range between $200,000 and $300,000. That is based on 
a payroll of about 51 people, because we are growing. It is based 
on the healthcare tax of $500 per person, the Cadillac tax of 40 
percent. Medicare payroll tax, employer mandates. 

With such cumbersome regulations and costs, I predict many 
small businesses will default to the government managed 
healthcare insurance plan. They do not want to be subjected to 
penalties and they do not want to be subjected to mandates. In 
truth, we do not know the real costs because we do not know what 
type of healthcare plan is going to be the benchmark that the gov- 
ernment sets to compare to the private sector. That is not estab- 
lished yet. So in reality, the potential cost will continue to escalate 
and we really have no idea what the cost will be. And this frankly 
is not the model that our country was built on. 

The unknown. We cannot predict our future. And if we cannot 
predict our future, the cost to employ hard-working Americans be- 
comes a guessing game. Already the CBO projects the healthcare 
law will now cost $1.8 trillion, which is twice what was predicted 
by them two years ago. Okay? To date, the current administration 
is unable to articulate the cause of this increase. Where is the ac- 
countability? As the years progress, does anybody truly believe the 
cost will stop or decline? No, it will not. 

Back to the penalties. There is a serious concern the employer 
and the individual mandates will be so intrusive, companies will 
defer to government healthcare plans as to avoid potential pen- 
alties. Frankly, we would rather spend our time building busi- 
nesses, not tackling insurance mandates. I thought we were a part- 
nership. You, the government, create the rules, the laws, the regu- 
lations that are specific, reasonable, and understandable. They are 
not meant to be punitive, they are not meant to destroy the back- 
bone of America’s small businesses. In return, we take calculated 
risks. We hire people and build businesses that are profitable and 
we pay taxes on those profits. And I realize in today’s political en- 
vironment, we have the have-nots and haves apparently, according 
to President Obama. I know that using the word profits is a dirty 
word and we should not murmur such a phrase. But the truth of 
the matter is this, without profits, companies do not survive. With- 
out companies, employees are not hired. No employees, no tax base; 
no tax base, no money to fund legislative policies. This is fact, no 
doubt about it. You can follow world history, no government cre- 
ated a sustainable society by the government creating jobs and 
then becoming a global economic model to emulate. I might remind 
you of countries like Cuba, Russia, the entire Soviet Bloc countries. 
North Korea, and even China until the last 25 years. 

So what is the moral of this? The moral is do not cook the golden 
goose. If you regulate us to death, surely you will suffocate us all. 
At best, Obamacare will weaken our entrepreneur fortitude, thus 
minimize the country’s sustainability as the world’s greatest eco- 
nomic engine — and we are the greatest economic engine. At worst, 
we will become a society dependent upon the government to make 
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our decisions that they think are in our best interest, much like 
countries I mentioned above. This is not the model our country was 
founded on and it has not been the model we followed for 200 
years. 

Or perhaps our politicians think they know what is best and 
then we will fall under what history demonstrates happens to all 
governments, eventually they all fail under this philosophy — that is 
a fact. Do I want Obamacare to fuel the government’s desire to 
mandate me and our business through unaccountable regulations? 
No, thank you. 

I will take my two percent chance of creating a company and sur- 
viving 20 years over our government regulating me to death. His- 
torically speaking, the odds are on my side. 

Thank you, sir. 

Chairman MULVANEY. Thank you, Mr. Meyer-Cuno. Let me ask 
you a couple of questions specifically about the healthcare bill. 
There is a part of the bill that has gotten some attention. It is the 
35 percent tax credit for employers’ health insurance costs if they 
meet certain criteria. According to a study the GAO just did, there 
were four million small businesses that qualified for that program 
but only 170,000 took advantage of that. Some said they did not 
know about it, some said they knew about it but it was too hard 
for them to qualify for it or do the paperwork for it, others said it 
was simply not worth it in terms of the amount of money. 

Let me ask you a question. Were you aware of the tax credit pro- 
gram that was part of the healthcare bill? 

Mr. Meyer-Cuno. We are not, we were not aware of it. And 
probably the reason would be, again, we have 37 employees. My 
controller is our HR person, we only have so much time in the day. 
For us to labor through such a maze would be very complicated 
and at this time, we do not have the manpower to do it. So we just 
simply do not know. 

Chairman MuLVANEY. And no offense intended to Colonel 
O’Cain, who I understand runs a business doing this, but one of 
the options would have been to hire somebody to look into that, but 
that would have had a cost that you would have to factor into the 
overall profitability of the operation, right? 

Mr. Meyer-Cuno. That is correct. But not only that, you do not 
know what you do not know. So if you do not know it exists, you 
cannot go hire somebody to find something that you do not know 
is out there. 

Chairman MULVANEY. Colonel. 

Colonel O’Cain. Mr. Mulvaney, a number of these regulations ex- 
empt certain size businesses. In other words, if you have less than 
500 employees, you are exempt; if you have less than 100 employ- 
ees, you are exempt; if you have less than 50 employees, you are 
exempt. 

Chairman Mulvaney. Correct. 

Colonel O’Cain. If you have less than 10 employees, you are ex- 
empt. So there are varying levels of who it applies to. This par- 
ticular part of the Obamacare, I have no idea, but it could be that 
because he has only got 37 employees, maybe he was not eligible 
for it, I do not know. 
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Chairman MULVANEY. Sure. But to his point, I think you would 
have to actually do the research to find out if he’s exempt from it 
in the first place. 

Colonel O’Cain. Exactly. 

Chairman MuLVANEY. You know, when my family ran a small 
business, Mr. Meyer-Cuno, and I ran a business, I wanted to give 
my folks healthcare and we did for a long period of time. 

One of the reasons we asked you to be here, your company is in 
not a unique situation but in an interesting situation where you 
have got I think it is 39 employees, you have grown over the last 
couple of years from 22, you are on your way to getting to that 
magic 50 number. And you know where I am going with this ques- 
tion, which is would you take the impacts of the healthcare law 
into consideration as you go from hiring that 49th and 50th and 
51st employee. And conversely, if you had 52, would you take into 
consideration the cost benefits of going back down to 49 in order 
to get one of those exemptions that the Colonel talked about? 

Mr. Meyer-Cuno. The quick and easy, down and dirty answer is 
water seeks the path of least resistance. Right? So companies — 
look, we are here to make money, we are here — we are out working 
every day. We just do not have the time and the bandwidth to deal 
with all these things. So you will take the path of least resistance 
if it comes — the short answer is we would do what we can to mini- 
mize our healthcare costs but to take care of our employees the 
best way we can. 

Chairman MULVANEY. At the end of the day, you are going to do 
whatever makes you more profit. 

Mr. Meyer-Cuno. We are going to do what we can to be profit- 
able and take care of our employees the best way we can. So for 
example, we might consider setting up a separate organization to 
take 10 employees and put it in that organization and call it ABC 
Company in order to prevent what you are just talking about, in 
order to stay away from the 50. 

Chairman MULVANEY. I remember when we ran our business, we 
would go from 50 to 52 if we thought that was the best thing for 
the company and for the shareholders. Never did we have to con- 
sider that growing the company might actually make us less money 
because of the impact of something like the healthcare bill. 

Mr. Meyer-Cuno. And on top of that, we have to go — well, if I 
grow to 52 and we have an economic downfall, a recession, what 
happens if I lay those people off? What is the healthcare cost to me 
at that point? For example, COBRA. So you have to take all of 
those into consideration. But the easiest thing we will do when we 
are running eight, nine hours a day, we are busy, we are going to 
take the path of least resistance because we just do not have the 
time or bandwidth to try to figure out all these answers. 

Chairman MULVANEY. One of the stories I have heard from small 
businesses and big businesses alike in South Carolina, in fact all 
over the country, is that — they hit on something you mentioned 
and something that we dealt with in my family business, which is 
that we wanted to provide our employees with healthcare. It is one 
of the things that we felt a moral obligation to do, especially being 
a family-owned business — that may be a stronger connection. And 
several of them said that while it might be cheaper for them to dis- 
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continue healthcare entirely, to simply pay the fee, the fine for not 
meeting employer mandates, but they did not want to do that. 

Then I asked them, I said well what if your competition does not 
feel the same moral compulsion to provide that healthcare program 
and your competition thus acquires a competitive advantage by 
dumping their employees onto the public exchanges. And obviously 
that changed the character. What are your thoughts on that? 

Mr. Meyer-Cuno. I would first like to say our employees have 
full coverage. We used to pay 100 percent of their coverage until 
a year or two ago and they pay — last year, they paid 85 percent — 
we paid 85 percent, so they cover 15 percent. First time ever. We 
have a program called Target Care, which is an independent com- 
pany that actually comes in once a month and meets with every 
single employee and reviews their statistics. Once a year, we do a 
complete blood work on them at our cost, we do it at our cost. And 
they meet with them and go over their blood pressure, their BMI, 
cholesterol, potential for diabetes. The reason why I bring that all 
up is because we feel compelled to take care of our customer. At 
the end of the day — I mean our employees, sorry. At the end of the 
day, we have to compete. And if we have all of that and if we take 
care of our employees at the end and our competitors are not, even- 
tually we will have to compete. If we have to drop the coverage, 
we will have to compete. 

So, you know, we do not want to do that. We do not want to not 
take care of our employees and we want to offer healthcare. We 
just do not feel that the government should be frankly in our shorts 
doing it. Let the markets take care of themselves and frankly 
maybe it should go strictly to the individual. 

Chairman MULVANEY. Let me ask you one more question. You 
mentioned the fact that because of the rising cost you had to switch 
from 100 percent coverage to 85 percent. 

Mr. Meyer-Cuno. Right. 

Chairman MuLVANEY. I am no longer a small business, I had to 
sell my business, so I do not employ anybody any more. We have 
all been told that once the Affordable Healthcare Act passed, that 
the cost of providing healthcare would go down. What has been 
your experience the last 18 months since that bill has passed? 

Mr. Meyer-Cuno. It has not gone down. I think our increase last 
year was just a tad over five percent and in order to achieve that — 
and we use Blue Cross-Blue Shield — we offer an HSA program and 
another program which is 

Chairman MULVANEY. HSA is healthcare savings account? 

Mr. Meyer-Cuno. Savings account. So we offer that program and 
then we offer a standard full program. But we changed the dynam- 
ics by saying, okay, if you, the employee do not meet five of these 
characteristics, your BMI, your cholesterol levels, your heart rate 
levels, other things, if you do not meet that, then we pay 75 per- 
cent; if you meet three, then we pay 85 percent; if you meet four, 
we are going to pay 90 percent. So there is an incentive program 
for our employees to stay healthy and we cover more of their insur- 
ance. But if they do not want to — they are assets, employees are 
assets and we want to take very good care of our employees. But 
if they do not take care of themselves, it is just like a machine that 
breaks down. If they are unhealthy, it is a cost to us. 
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But at the end of the day, in order to keep at that five percent 
increase, that is what we had to do. But we do incentivize our em- 
ployees on a positive side, not a punitive side, to stay healthy and 
then we will — ^you know, long term, that helps us. 

Chairman MULVANEY. Mr. Meyer-Cuno, thanks very much for 
your testimony today. If you stick around, we might have some 
questions at the end. 

Mr. Felix. 

And by the way, I am going to do something — one of the advan- 
tages that we have in doing these field hearings that we do not 
have in Washington, D.C. is we have a lot more flexibility over the 
hearing, and I thank everybody. I see a lot of unfamiliar faces, I 
imagine there are a lot of other small business people here. When 
Mr. Felix is finished with his testimony and I ask him a couple of 
questions, it is my intention to go ahead and open the microphone 
up to anybody else who wants tell what their business is going 
through, to tell their experiences so far, so that we have a chance 
to get as much information as we can today before we close the 
hearing. 

So, with that, Mr. Felix, please proceed. 

STATEMENT OF MONTY FELIX 

Mr. Felix. Chairman Mulvaney, thank you for the opportunity to 
speak today. My wife and I bought Alaglas Pools in 1999. Some of 
you may know where it is, it is right off 1-26 as you go from Co- 
lumbia to Charleston. The business was started in 1987. 

Prior to that I was President and Chief Operating Officer of a 
local company here in Fort Mill, CCC, the garbage company. And 
prior to that, I was President and COO of a power distribution 
company up in Richmond. So I have had kind of a broader sense 
in terms of business experience. 

We bought it in 1999 and we grew it ten times up until about 
2007, 2007 was our best year and then we came into 2008 — we are 
a very seasonal business, so I pretty well track the bell curve. We 
came into May, business was half what it was before. We went to 
the bank and said hey, we have got some real problems here and 
of course in September 2008, everything tanked. My wife and I liq- 
uidated all of our personal assets to keep the company alive and 
over the course of the succeeding three years, we lost two-thirds of 
our revenue and 80 percent of our people. It was a matter of sur- 
vival. 

I also served for seven years and was appointed by the previous 
Governor of the State of South Carolina as Chairman of the South 
Carolina Small Business Regulatory Review Committee which is 
patterned after the federal RFA. And previous to that, I was also 
appointed by the previous Governor for a one-year stint as the Dep- 
uty State Director for the Department of Social Services. I had all 
the operations in the state, about 3500 people. So I have been on 
both sides of the aisle here relative to agencies and regulations and 
then on the business side. 

And I currently serve as past president of ACMA and continue 
to sit on their board. And I am a retired United States Marine 
Corps Colonel. I had to put that in when I saw the Colonel’s tag 
over there. Add some dignity to this. 
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Colonel O’Cain. Semper Fi. 

Mr. Felix. Semper Fi. 

I have some prepared statements and then I have got some addi- 
tional statements that I would like to share. 

As an owner of a small company, I depend on the federal govern- 
ment to regulate industry based on valid and transparent reviews 
of the scientific, economic, and other relevant facts. Unfortunately, 
recent regulations and other actions by EPA and the HHS are not 
based on valid assessment, but appear to be driven by policy deci- 
sions that hide the real facts. 

For example, in April of 2011, the National Academy of Sciences 
released a major peer review of EPA’s Integrated Risk Information 
System, commonly known as IRIS. The NAS was very unhappy 
that EPA had failed to implement many longstanding NAS rec- 
ommendations aimed at improving the scientific quality of EPA’s 
decisions. EPA’s IRIS program can have profound impacts on our 
economy. As just one example, municipal drinking water system 
managers are very concerned that recent EPA risk levels will bank- 
rupt city budgets, without any health benefit. In my written com- 
ments, I include a summary of the potential impacts of EPA’s IRIS 
program. 

Congress also recently ordered an NAS peer review of the HHS 
Report on Carcinogens, commonly known as the RoC, to address 
similar concerns about scientific quality. My own company is deal- 
ing with the fallout from an RoC assessment that was mismanaged 
by the HHS staff and ignores the best science and the many inter- 
national experts who concluded this chemical is safe — talking about 
styrene. I also provide a written summary of the problems with 
this RoC assessment in my handout. Americans are being mis- 
informed about health risks and good manufacturing jobs and inno- 
vation will continue to move to other countries. 

On April 23rd, the Small Business Committee held a joint hear- 
ing with the House Science Committee to look into the HHS Report 
on Carcinogens. Business owners at this hearing testified that they 
are having trouble with increases in insurance costs and employee 
turnover as a result of biased and incorrect HHS assessments. And 
scientific experts testified that HHS fails to employ the modern 
valid assessment methods long recommended by the NAS. And I 
ask the Subcommittee to refer to the record for the April 23rd 
hearing for more information. 

Biased, policy-driven analysis will also lead to increased elec- 
tricity costs for manufacturers in South Carolina and across the 
country, which will also send jobs offshore. EPA’s Utility MACT 
rule justifies a requirement for utilities to install very expensive 
control equipment by pointing to claimed health benefits. Yet ac- 
cording to expert testimony before a February 8th hearing of the 
Energy and Commerce Committee, EPA based its benefits estimate 
on a small number of cherry-picked, non-representative and flawed 
studies, and double counted emission reductions already achieved 
under other rules. I encourage the Subcommittee to refer to the 
record for the February 8th hearing for information. As a result of 
the bad analysis, EPA grossly over-estimated the rule’s benefits. 

When President Obama first took office, he made a commitment 
to the use of sound science and sound analysis. However, it seems 
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this administration believes that an analysis is sound as long as it 
supports this pro-regulation agenda. 

I strongly encourage the Small Business Committee to continue 
its efforts to promote business viability, innovation, and job growth 
by holding the administration to the President’s promises to base 
regulatory and other decisions on sound, fair, and transparent 
analysis of the relevant facts. 

Couple of things. When I was Chairman — I was Chairman of the 
South Carolina Small Business Regulatory Review Committee for 
seven years. That Committee, five appointed by the Governor, 
three by the Senate Pro Tern and three by the Speaker, all busi- 
ness people. The purpose: to look at every single proposed South 
Carolina agency regulation that comes out, to ascertain whether or 
not there could be a potential for an adverse economic impact on 
small business. And we did that for seven years. And by and large, 
this is a very small-business friendly state. It may be 50/50 in peo- 
ple, but 90 percent of the businesses in this state are small busi- 
nesses. 

What did we do when we ran across a situation with an agency? 
And this gets to your last question, I am going to hit it right here. 
What can be done? There are a couple of things that can be done. 
When we had a situation with an agency that created or had a pro- 
posed agency regulation that we felt could have an adverse busi- 
ness effect on small business, we required that agency to do an eco- 
nomic impact analysis and a regulatory flexibility analysis. And 
there was a series of things they had to go back to, they had to 
look at what is the market we are talking about in small business. 
Agencies do not do that. I was in that agency of DSS for a year. 
Business is business, there is no differentiation between a small 
business and a big business. 

In the Regulatory Flexibility Act that was passed by the Gov- 
ernor in 2004, it actually lays this out, it’s law in this state. And 
there is also an interesting part of that law that says if a small 
business is — if there is a notice of violation to a small business, 
that small business can rectify that in 30 days and the agency has 
the authority to issue no fine. There is one, sir, that you can do. 

Another one is reporting. I take chemicals, I take resins and 
catalysts and fiberglass, and I make stuff. And as a result of that, 
I have to report to EPA under Title 5, which is a certification. But 
every month I have to report to SC DHEC, you know, exactly my 
emissions and what-have-you, et cetera, et cetera. And I am a one- 
man guy too, you know, death by a thousand cuts is a beautiful 
way to say it because if something gets done, it is me. Yet I have 
to report every month. Well, look, if you take my total emissions 
on a yearly basis and you double them, I will not even be in the 
.01 percent of the total emissions in the state. So where am I 
going? There should be different reporting standards for big and 
small companies. I should only have to report on an annual basis. 
Big guys, you know, if you are five percent or more, or two percent 
or more, in terms of emissions, then your reporting standard 
should be more credible because if you screw up in a month be- 
cause of your volume, you are going to have an adverse impact. But 
small business can be dealt with differently. 

Those are two concrete ways. 
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Tax credits versus revenue. I love this one. I get a call from De- 
partment of Commerce. Monty, if you hire 10 people, we will give 
you a tax credit. I said I do not need a tax credit, I need somebody 
to buy a swimming pool. You know, it amazes me how bureaucrats 
have this misunderstanding that everything happens below the 
line. Okay? It does not. Nothing happens until somebody sells 
something. When we sell a swimming pool and we sell a bunch of 
them, then I will go out and I will hire somebody to go build more 
pools. But I can tell you right now, sir, that going forward, and all 
the small business owners I know, we are holding onto our cash 
and we are not hiring anybody unless it is absolutely essential. 
And a tax credit is nice, but if you are not making money, what 
is a tax credit? It is a loss carry forward, it means nothing to me, 
but I still have to make that guy happy. 

I think in my closing comments here, it really comes down to a 
couple of things. Mr. Meyer-Cuno mentioned it. I think we have 
evolved to a point in our country where we have to take a real hard 
look, are we going to be a society of self-reliant people or a society 
of government-reliant? And until we answer that question, we can- 
not get a handle on regulations because if we continue to drift to- 
wards government reliance, then there are going to be more and 
more regulations because if we are government reliant, then there 
is the acceptance of the philosophy that government has to be in- 
volved in everything. But that is where this balance has to come 
from, there has to be a balance. 

And one last comment when it comes to EPA regulatory and 
what-have-you. There is always a balance — as businessmen, there 
is always a balance between, as I see it, safety concerns and what 
I will call operational practicality. The health insurance thing was 
a great example, right? In my market, when I go to hire people, 
and we went from 95 to 12 and now we are back to 17, healthcare 
is not an issue in hiring. I might want to give it, but why should 
I? I am not being penalized for it, I am not losing people to other 
companies because everybody is out there just scrambling for a job. 
So I am not saying it is not important, and there will come a time 
in the next two, three, four years, as we continue to grow back 
where it will become important and then I will have to take a hard 
look at it. 

But I think that is the fundamental issue, sir, relative to regula- 
tions. And that issue is if you are government-reliant — if you be- 
lieve in government reliance, then your bureaucracy will always 
look for rules and regulations to maximize complete safety, let us 
say, at whatever cost. And that is not healthy for the United States 
and that is not healthy for big or small companies, and to be quite 
honest with you, we need to get back to a self-reliant philosophy. 
Once we begin to do that, I think you are going to see businesses 
flourish. And like I said, you know, it really comes down to, when 
people start buying swimming pools, that is a good thing and I can 
start hiring people. 

Thank you. 

Chairman MULVANEY. Mr. Felix, thank you for that. I have got 
a couple of questions all over the board and I think I know the an- 
swer to this one, but I want to just be clear. 
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You said that you and many other folks you know in small busi- 
ness are not investing their capital and not hiring people right 
now. And like I said, I think I know the answer, but tell me why. 

Mr. Felix. Uncertainty. I mean what is going to happen with the 
Bush tax cuts? My gosh, you know, if those are not renewed, there 
is going to be a huge tax bill. Why am I going to take working cap- 
ital, cash, and go hire somebody or put it in a piece of capital 
equipment if I am going to be faced with a huge — I am a Sub S, 
everything flows over to my 1040. You know, according to our 
President, I am a super-millionaire. And this is what is going to 
happen. My belief is that people are going to hoard cash. If you do 
not believe small companies, look at big companies, everybody is 
looking around the corner. They want to see stability and I think 
that is the key issue. Until there is a comfortable feeling on my 
part and others where I believe that I can invest a dollar either 
into a human asset or a fixed asset, knowing that the dollar of in- 
vestment is going to return to me something and I will not have 
to go back and take that dollar away a year from now, until we get 
back to there, my belief is that we are going to hoard cash. 

Chairman MULVANEY. I will tell you one of my experiences, one 
of the things that you do not — there is no analog to, there is noth- 
ing to compare it to in the whole world, is firing somebody. I have 
had to do it before, and it is one of the least enjoyable things I 
think I have ever done in my entire life. And unless you have had 
to do it before, I do not think people realize how you might be slow 
to hire somebody if you really are afraid that you might have to 
lay them off. It is easy to fire somebody if they goof off, that is not 
what I am talking about. I am talking about laying off people be- 
cause business has taken a downturn. That is an extraordinarily 
difficult thing, because to a certain extent, you have to admit your 
own failings as a leader, as a business owner. I am sorry, I was 
not good enough at what I did to keep you here and I have to let 
you go. That is something that until you have to do it, you do not 
realize how difficult it is and wanting to avoid that and be extraor- 
dinarily cautious in hiring people, especially when you talk about — 
you know, it is uncertainty. 

Folks think that means uncertainty in the market. Uncertainty 
is part of the marketplace. Whether or not I can find the customers 
or you can find the customers, that is the uncertainty that we are 
made to deal with. It is the uncertainty to talk about healthcare 
and tax rates and government regulation. That is the type of uncer- 
tainty that I think you are talking about and that I experienced 
when I was a small business. It is not the uncertainties of the mar- 
ket, it is not whether or not we can make a product that folks will 
want to buy and will buy. That is what we are programmed to deal 
with as businesspeople. It is the other stuff that made me pull my 
hair out. 

You mentioned something that got my attention early on, on a 
different topic, about how the Report on Carcinogens — and I am as- 
suming now we are talking about styrene in particular 

Mr. Felix. Yes, sir. 

Chairman Mulvaney [continuing]. Would have an impact on mu- 
nicipal water services. Tell me about that. Am I making that link- 
age correctly or are those two separate topics? 
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Mr. Felix. The implication of any additional regulation has a fi- 
nancial impact and that is the implication on city budgets. 

Chairman MULVANEY. But you specifically mentioned water; why 
is that? 

Mr. Felix. Because with enhanced regulations relative to water 
purification, the city or the county government is going to have to 
go buy additional capital equipment and it is going to take cash 
and money. 

Just like in my business, in my business when I deal with sty- 
rene, if I am a big company and I do more than 100 tons a year, 
I have to put a thermal oxidizer out there. That is a five or six mil- 
lion dollar non-value-added cap ex that I have to put in that draws 
down cash but I have no value from that. 

Chairman MuLVANEY. Mr. Felix, you just mentioned something 
that I think a lot of folks are not familiar with. Tell me the dif- 
ference between a non-value-added capital expenditure and a 
value-added capital expenditure. 

Mr. Felix. Fair question. I am a manufacturer of swimming 
pools, build swimming pools. As my business grows, I need another 
spray unit, because I have got more — I need to add capacity be- 
cause I have got more business. So I go out and I spend 25 grand 
and I buy a spray unit, and that is a value-add. Why? Because 
when I use that, I build more pools and when I build more pools, 
I sell more pools, I make more money. 

What is a non-value-added? Let us say — by the way, I was in- 
volved with the EPA in setting the MACT standard for our par- 
ticular industry, and it took us about seven years to work through 
that. But what is a non-value-added expenditure? Let us say, for 
instance, the EPA came out and said, Monty, you are a small busi- 
ness, but you know, you spray this and you spray that and there 
is some styrene here, and you are going to have to — we are going 
to require you to go spend $2.3 million to put in a thermal oxidizer, 
because we do not want styrene anywhere. So in order for you to 
have your Title 5, you are going to have to make that capital ex- 
penditure. Well, first of all, I am a small business, I am a private 
company. I cannot go to the capital markets, I cannot go issue 
stock. If I want money, I have got to go to a bank and sign a note. 
So getting capital is exceedingly difficult for a small business. 
Number two, let us say I get it and I put that $2.3 million thermal 
oxidizer in. It provides no value. Does it help me build more pools? 
No. It costs me cash, yeah, but it is non-value-added. The value- 
added, to me, is something that I buy that provides for me capac- 
ity, let us say, to do more pools so I can sell. Non-value-added is 
a requirement, a regulatory requirement, which in many cases is 
nothing more than a regulatory tax, that requires me, in order to 
stay in business, to buy this thing and it provides no value add in 
terms of my capacity. 

Chairman MULVANEY. Who ultimately pays for the price of that 
particular piece of non-value-added capital expenditure? 

Mr. Felix. Sir, you know and I know, the customers. But then 
again, what happens if you have a company out there that is under 
the radar and they are making swimming pools but they are not 
being regulated because they are small or they choose not to com- 
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ply with the law. Now their cost structure is less than mine; I can- 
not compete. 

You see, that is the problem. I think that there needs to be some 
sensible regulations that do not inhibit what I call the operational 
practicalities of running a business and being successful. And what 
has happened now is that practicality has been overshadowed by 
too many regulations. 

Chairman MULVANEY. You mentioned utility MACT and I want 
to talk about that for a second. MACT, by the way, is an acronym, 
M-A-C-T, and there are actually several of these initiatives going 
through Washington right now. I am more familiar with boiler 
MACT and cement MACT. Again, maximum achievable control 
technology. And what it really means, especially in the boiler cir- 
cumstance, for example, the federal government is trying to regu- 
late a standard that cannot yet be hit. The technology does not 
exist yet to achieve the containment or the control technology that 
the standard requires. And the impact here locally, where we have 
large wood and paper products industries; for example. Resolute 
Paper, Chesterwood Products, boiler MACT is a big deal for those 
kinds of folks. 

We talk about cement MACT. I remember the discussions in 
Congress about cement MACT which was going to do the same 
thing for the cement industry and someone opined that we would 
not be able to make cement in this country any more if this rule 
went into place and one of the responses from the proponents of 
the cement MACT rule was that was okay, there was plenty of ca- 
pacity in Mexico, where they do not have those types of rules. I was 
stunned by that admission. 

Let me ask you, Mr. Felix, about the impact of utility MACT on 
consumers and businesses in South Carolina if it goes in place. 

Mr. Felix. The utility MACT? 

Chairman MuLVANEY. Yes, sir. 

Mr. Felix. I’m not familiar with the utility MACT. I am familiar 
with 

Chairman MULVANEY. I am sorry, I must have asked 

Mr. Felix. Must be the other guy. In my industry, because we 
use resins, it is regulated and there is a MACT for that, maximum 
achievable control technology for that. And again, what it is is one 
huge algorithm that says if you do X, Y, Z, then you cannot do A, 
B, C. And if you are going to do A, B, C you have to go by this 
and what-have-you. So I imagine — and I am only guessing — that 
any MACT is going to be some regulatory effort to control emis- 
sions or flow or something like that. But I am not familiar with 
that one. 

Chairman MULVANEY. I appreciate it and it was one of the other 
witnesses, who actually was not here today. So thank you and my 
apologies. 

Mr. Felix, thanks very much. 

Mr. Felix. Thank you. 

Chairman MULVANEY. At this point, I am going to open the po- 
dium up to anybody else who wants to come up and ask a question 
of the panel or of me or anybody else who has had an experience 
that they want to share. This is a public hearing and if you want 
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to take the opportunity to tell us what is happening with your busi- 
ness, please do. 

There is a gentleman in the back who I recognize, a young man. 

STATEMENT OF CURWOOD CHAPPELL 

Mr. Chappell. Do I need to come up to the mic? 

Chairman MuLVANEY. No, sir. You are blessed with a voice that 
carries, Mr. Chappell. 

Mr. Chappell. Thank you, Mr. Congressman and the panel here 
and the people that are asking the questions. Where I come at, talk 
is cheap, it takes money to buy land. You have got to start some- 
where, we have gotten too much control. 

You know who I am. Mr. Mick, I want to take a minute to say 
that I have done this in the county, with the help of councilmen. 
We can cut out a lot of red tape for small businesses with our bu- 
reau, we want a bureau. We are going to try to get one for small 
business. We cut the red tape and we have got small business, con- 
venience stores and other things and paint shops and so, so, so, so 
and repair shops. We cut our county regulations down to get that. 
You have got to do the same thing in Washington. Do not let me 
give you advice, but let me make statements. I am no authority on 
the subject, but I am opinionated on most. [Laughter.] 

I appreciate what you are doing and we started back here and 
we just killed a couple of bills that was damaging to our people and 
our business and we are going to probably kill some more and pro- 
mote what you are promoting. I admire your spunk in that and I 
appreciate you very much, and come back to see us sometime. 

Chairman MuLVANEY. Thank you. Councilman. 

Anyone else? Yes, sir. 

And if you could give your name for the record, please. The first 
gentleman was Curwood Chappell, who everybody here except the 
court reporter knows. [Laughter.] 

She is not from here, Curwood. 

STATEMENT OF JEFF CARRINGTON 

Mr. Carrington. Thank you, Mr. Chairman, I appreciate this 
opportunity. My name is Jeff Carrington, I am the president of a 
startup company here in South Carolina. The organization is 
Crown Sea Brands, LLC, we are former combat Marines who have 
formed a service-disabled owned company. 

Colonel O’Cain. Semper Fi. 

Mr. Carrington. Semper Fi, Colonel. 

We have a few others in the audience here, it is a secret society. 
But my purpose today — I will make it brief, with the Chairman’s 
indulgence and the other attendees’ indulgence, I want to flip the 
coin slightly and tell you a little bit about a case of under-regula- 
tion. And it specifically relates to — and let me start first by ex- 
pressing my gratitude and appreciation for Mr. Mulvaney’s work on 
H. 3893 — is that correct, sir? 

Chairman MULVANEY. We do not track them by the number. I 
apologize. 

Mr. Carrington. The STAR Act. 

Chairman MULVANEY. Yes, sir, thank you. 
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Mr. Carrington. Your bill, which apparently I think the long 
title was the Subcontracting Transparency and Responsibility Act, 
do I have that right? 

Chairman MULVANEY. I think it is Reliability. 

Mr. Carrington. Well, Title 2 specifically relates to enforcement 
of the regulations — and this is my point — that are written into the 
Code concerning subcontractors, to promote the utilization of sub- 
contracting capacity by major federal contractors. There is a whole 
string of legislation, U.S. Code stuff and SBA rules and regs and 
executive orders, and it all cuts to the idea of promoting opportuni- 
ties for veterans and service-disabled veterans. 

We are obviously in that latter category and we have formed this 
company really under the understanding that the opportunity is 
valid and challenging but rewarding. I am really a serial entre- 
preneur, this is my fourth startup. Just a stipulation for the record. 
I do not need really a handout, we are really looking for a handup. 
My last company was an acquisition by Berkshire Hathaway, so I 
know the rules of business, I know the survivability issues that Mr. 
Meyer-Cuno talked about, the mine field of growing a business, get- 
ting it on the board and, ultimately in my case, getting Berkshire 
Hathaway to buy my little company. It sounds grandiose, it is prob- 
ably the smallest acquisition they ever did. 

So I am not here looking for really a handout, we are really look- 
ing for a handup. And let me be specific. The large contractors — 
we are in the agricultural products and food area. The large con- 
tractors that supply DoD, particularly, four to five billion dollar an- 
nual expenditure, are organized, it is almost an oligopoly and it is 
done so for valid reasons, because of concentration and stream- 
lining and cost-saving. I understand that, I am perfectly okay with 
that. But built into the regs that are supposed to stimulate oppor- 
tunities for service-disabled veterans are explicit requirements 
where there are subcontracting opportunities that, I think the 
magic phrase is “maximum practicable opportunity,” exists or 
should be created to benefit service-disabled veteran-owned compa- 
nies, if we just focus on my specific category for a moment — max- 
imum practicable opportunity. 

Well, I have been out there for two years, I have done everything 
that I think ought to be required to do the due diligence, to make 
the rounds, to meet the people, to assert our bona fides in terms 
of our products, our qualifications, all of that, if you will just accept 
that on faith for the time being is in order, and I can tell you, and 
here is my bottom line, that the major contractors out there, I will 
name names — U.S. Foods would be one, Sysco another, Sodexo an- 
other, SoPakCo another, the big South Carolina based company, 
are paying virtually no attention to those rules and regs. 

I will get back to my conclusion and why I appreciate your legis- 
lation so much, your bill. The Title 2 of that Act is exactly what 
is required. This is the point about flipping the coin and the under- 
regulation versus non-regulation. These major contractors are not 
being held to account for providing maximum practicable oppor- 
tunity for service-disabled veterans. 

I am a big guy and I can take the hard knocks, I am a former 
Marine, but what really sticks in my craw is I am a two-time Viet- 
nam veteran, I spent the better part of two years over there, that 
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homecoming was less than good, hut we dealt with it. And now, 
fast forward and we have the opposite situation where there is all 
this encouragement and sentiment and positive rhetoric about 
helping veterans and it is almost like Alice in Wonderland. It is 
deja vu all over again because I am being killed with kindness. I 
am being encouraged that there are these opportunities and the re- 
ality on the ground is those opportunities are really 

Chairman MuLVANEY. Mr. Carrington, I appreciate that. I do not 
mean to cut you off, but I do want to point out, and you did not 
know this, that that Act actually came out of the hearing that we 
had in Sumter. That is why these things are so inherently valuable 
to us as lawmakers, because we went down to Sumter and talked 
to some of the local businesses down there, and they told us exactly 
what you just said, many of them veteran-owned. You can imagine 
in Sumter, a large retired veteran population. 

Mr. Carrington. Yes. 

Chairman MuLVANEY. And they said look, we do not mind not 
getting the bids. We do not mind submitting our bid and getting 
beat, that is what we do as business people, sometimes you win, 
sometimes you lose. What we do not like is the fact that we never 
get a chance. 

Mr. Carrington. Amen. 

Chairman MULVANEY. And what was happening is that large 
businesses were — on their contracts with the government were for- 
mulating the contracts, manipulating the contracts in such a fash- 
ion to where small businesses could not get them. For example, the 
contract for concrete was ten times as large as any local concrete 
company could provide. So by manipulating that contract, the large 
contractor was able to effectively cut out the local businesses. And 
that is what gave rise to the STAR Act, which we would not have 
known about if we had not done that hearing. 

Mr. Carrington, I appreciate you being here. 

Mr. Carrington. I appreciate the opportunity. 

Chairman MULVANEY. No, I appreciate you doing this. 

Anybody else before we wrap up? The gentleman in the back and 
then the gentleman in the front. 

Yes, sir. And I am sorry, was there a young lady behind? No? 
Okay, all right. 

Yes, sir, and if you could tell us who you are. 

STATEMENT OF KEN SPEIRS 

Mr. Speirs. My name is Ken Speirs, I am a general contractor 
here in Rock Hill. I apologize, I have been out working today, so 
I am not properly dressed for this. But I wanted to come in and 
speak. We actually spoke when you were running for election. 

Being a contractor in this area, a small contractor, we have real- 
ly been hit hard. A couple of things, talking about regulation, I will 
give you one quick thing that you can think about and everybody 
here will really understand part of what we are facing. 

DHEC regulated us several years ago. I have been doing this 
work for over 30 years. You can do a septic tank anywhere for 
$3000 to $3500. That same septic tank now is an engineered sys- 
tem which has gone up a minimum — minimum — $18,000-$19,000. 

Chairman MULVANEY. Eighteen thousand or hundred? 
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Mr. Speirs. Eighteen thousand. And we are putting one in now 
at a school that may run into $35,000, for a school that has less 
than 50 systems for an engineered drip system. So the government 
is regulating us to death. 

When the economy hit, the federal government gave the banks 
big piles of money to bail them out. What did the banks do? They 
turned around to people like me that had credit scores of 800 and 
better, and said we are going to cut your line of credits out. At the 
time I was doing metal buildings. Well, for those that do not build 
metal buildings, you order the metal building, you put a deposit 
down. When the building is delivered, you give them a check on 
site for the building in full before they unstrap and unload the 
building. So we live on credit. We live on credit from the banks and 
the banks came in and cut our credit, cut our credit cards, not be- 
cause we were late, it is because we, quote, were contractors. 

At the same time, for years I have bought properties, different 
properties, slipped them, rent them, do different things to them, 
sell them, a lot of bank foreclosure properties and things like that. 
Used to be you could go in and do these properties, some of them, 
within 20 days you could do them, regulate them out, sign them, 
do a good job. That same work that was taking us two months, 
some of it takes you two years because of regulations. The banks 
are not working with us. 

So they come to me, and this has happened, and they come to 
me and they say, Mr. Speirs, I would like to upfit this building, 
$150,000-$200,000 upfit. Well, everybody says okay, that is no big 
deal. The people cannot get the loans to do the work. It is not be- 
cause they have bad credit, it is not because they are a startup 
business. It is they cannot get the loans. 

Rock Hill has a great thing for small businesses, they try, York 
County has a small business association. South Carolina has. But 
the problem is if the banks are not willing to work with them, then 
the people cannot get the money, then that comes down to me, it 
comes down to your larger general contractors and we cannot get 
the work. And what happens, and what has happened around here 
is I am a small general contractor, I do not do million dollar type 
things. But the million dollar jobs are not out there now. Your big 
jobs are not there, they are not going, so what happens when those 
contractors do not have work, they come down the line. 

Chairman MuLVANEY. Mr. Speirs, before you move on, I want to 
pick your brain on a specific. Oftentimes, it helps us to have a spe- 
cific example, as opposed to general concepts. 

Tell me one thing that changed about septic tanks that drove 
that cost up from $3000-$3500 to $20,000. 

Mr. Speirs. I will be glad to give you one. I am working with a 
school now with Dennis Gooch out on Board Road. There is a field 
beside him that has cows in it, the cows do their business on top 
of the ground. Years ago, he had a septic system put in there and 
what you would do is you would dig this system out, depending on 
the soil type, on an average you would dig it out and put two foot 
of rock or two foot of fill, some parts of South Carolina use tires. 
You would put drain pipe in, level it out, put your rock, your 
grass — not grass but straw — on top of it and cover it up. 



27 


Now that same system, they are coming up with an engineered 
system, you pump it out into a tank that pumps it through a filter 
that pumps it through another system that pumps it to another 
system versus draining out in the ground like we did here for years 
and years. You actually run it through a filtering system and it is 
what they call a grid system, and a lot of these systems will only 
do up to 450 gallons a day. So they have come in with a system 
and come in with these companies that said you will use these sys- 
tems, you have no options. 

So where the average person would say okay, I am going to 
spend $3000-$4000 on a system, now they have to have this new 
engineered system and they cannot come in and dig it out and 
bring red dirt in or whatever, bring rock in and do it. So now, they 
are like, I cannot do this. 

Chairman MuLVANEY. Mr. Speirs, I appreciate that. What we 
will do in my office is try and figure out — oftentimes even though 
that is a DHEC issue, oftentimes it is actually driven by federal 
regulation. So we will try and figure out if that is something that 
the federal government is mandating that DHEC is simply imple- 
menting, and see if we can look at it from that perspective. So I 
appreciate that input. 

Anything else? 

Mr. Speirs. If the people from your office — I would make this in- 
vite, if I can do this, I would like to bring you out to the one project 
that we are looking at and let somebody in your office look at the 
system and see exactly how silly I think this is. If somebody in 
your office would be willing to meet with us, I will be willing to 
leave a card and I would be willing 

Chairman MuLVANEY. Actually I would like to do that myself. 
We used to build septic systems, it would be interesting to see how 
they work today. So if you want to give your name to the gen- 
tleman in the back, we can do that. 

Thank you, Mr. Speirs, I appreciate it. 

Chairman MULVANEY. The gentleman up front. 

STATEMENT OF WARREN WHITE 

Mr. White. Good morning, my name is Warren White, and I am 
the Chief Operating Officer of a company called Komet USA. We 
are a wholly owned subsidiary of Gebr. Brasseler, which is a large 
German manufacturer of dental and medical cutting tools. 

I will give you a good example of what we do. We are actually 
the people who make the tools that dentists cut your teeth with. 
We are the largest in the world. 

Chairman MULVANEY. Does this make you a popular person? 

Mr. White. Absolutely. [Laughter.] 

Makes everybody look great, those smiles look really good. 

I am going to give you a little company history before we get to 
our problem. Our owner started our company in 1923 with two 
brothers, so it was the Brasseler brothers. They took their mother’s 
sewing machine, retooled it, put it in the garage and actually start- 
ed making little cutting tools out of steel in the garage, and the one 
brother was, we will say the manufacturer, the other two brothers 
were the sales people. They put their goods in a wheelbarrow and 
they sold them door to door in Dusseldorf and became a pretty big 
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regional manufacturer in Germany. It grew and grew and became 
the number one manufacturer of cutting tools in Germany. 

Well, in 1939, things changed a little bit. They became manufac- 
turer of dental rotary instruments for the German Army, which 
made them very productive. However, in 1944, the American Air 
Force had relocation plans for them. They went over the top and 
bought them out and they actually had to move to a small village 
and Lemgo, Germany is right now where our headquarters is. We 
employ about 1000 people there and we manufacture everything 
from the smallest cutting tool to the largest cutting tools or blades 
that an orthopedic surgeon would use or an ENT surgeon would 
use or oral surgeon, dentist, for example. 

In 2005, we moved here to Rock Hill and we employ about 100 
people now in various positions, primarily sales and marketing and 
we are now one of the leaders in sales of rotary instruments in the 
United States and we are definitely a worldwide leader, market 
leader, in rotary instruments. So there is the background. 

Here is the problem. We are becoming competitively disadvan- 
taged to our competitors because of a federal agency and that fed- 
eral agency is the FDA. The FDA is holding import packages as we 
send our inventory to the United States — and by the way, we ship 
directly to our end user from Germany FedEx every day. We send 
500, 250 to 500 packages every day to our end user, whether it is 
in San Francisco, whether it is in Dallas, Texas, these packages are 
going there. And when they get hung up by the FDA, a two-day 
delivery is quickly a ten-day delivery and that ten-day delivery 
puts us at a tremendous competitive disadvantage to our competi- 
tors. 

This situation changed from one day to the next. One day the 
switch was turned from a two-day delivery, to a five to ten-day de- 
livery. 

Chairman MULVANEY. Mr. White, what was the justification for 
the delay? 

Mr. White. Mr. Mulvaney, we have been in contact with FedEx 
who is our agent in this, with the FDA and we have had no an- 
swer, none, except we have inadequate amount of staff. Well, I 
could accept an inadequate amount of staff if it happened over a 
period of time, but from one day to the next when the light turns 
on and off, somebody — they cannot explain that to me. It is too 
fast. Business does not happen that way. Business is an evolution, 
not a light switch. Something happened in their system. 

And by the way, this is not happening just to Komet, this is hap- 
pening to the dental industry from China, the implant business. By 
the way, people probably do not realize this, but about 30 percent 
of prosthetic work, that is the teeth that are coming in like if you 
need a crown, that is coming from China now, that is not coming 
from the U.S. 

And so companies in China actually ship that product one-day 
air, two-day air, back to the United States and it goes into your 
mouth as an American product, which frankly, I am not very proud 
of that. But it goes back to the simple fact that our government is 
in our way and that the FDA is a tremendous competitive dis- 
advantage to Komet and to my other colleagues in the dental in- 
dustry. 
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And I appeal to you to somehow loosen this up. This is unbeliev- 
ably restrictive to us. I have sent Mr. O’Neal a number of cor- 
respondence, I have sent you some and we have talked personally 
about this. This issue is not going to end until somebody puts their 
foot in it. And I appeal to you to take care of that, because we are 
a contributing entity in South Carolina, we have choices of a lot of 
states that we could move to, but people like Kelly and Mr. Chap- 
pell, I mean we have got a great community here, but if we are 
going to be profitable and if we are going to stay profitable, we 
have to get the government out of our business. 

One other point that I think is important. I know Mr. Meyer- 
Cuno said something about — quite a bit actually about the 
healthcare. I do not know if everybody realizes that starting next 
year, your dental costs — I can only speak for dental and medical — 
because of President Obama, the price of dental instruments, med- 
ical instruments, will go up at least two percent because everything 
that is coming over now will have an additional two percent tax on 
every dental instrument, medical instrument that is sold in the 
United States, just as a premium for this wonderful healthcare act 
that they have passed into law. 

Chairman MULVANEY. Thank you, Mr. White. I appreciate you 
taking the time to let us know. And my staff is telling me that they 
have spoken to you and we will talk to you further on your specific 
issue after the meeting. 

Mr. White. I appreciate that. Thank you very much, and I en- 
joyed today’s meeting, I think it was very fruitful for me. 

Chairman MuLVANEY. This gives me an opportunity to mention 
the medical device tax, which the House passed a bill on last week 
that would actually repeal that medical device tax which is part of 
the healthcare bill. 

Thank you to everybody for coming. We will go ahead and read 
a statement for the record as we close. 

Before we end, I want to state that I do not feel that all regula- 
tions are bad. Regulations are necessary and could be beneficial to 
society, as several of our witnesses today acknowledged. They pro- 
tect our food supply, ensure that drugs work and to keep financial 
markets transparent. But they also have costs by erecting barriers 
to entry, distorting markets, diverting scarce capital. What we were 
talking about today are regulations that go above and beyond just 
serving the public interest and disproportionately hinder small 
businesses in a multitude of ways. 

Responsive regulations require agencies to balance the intended 
benefits against the economic costs of the rules that they impose. 
Historically, federal agencies appear to have been much better at 
uncovering the benefits of the regulations than they are at calcu- 
lating the costs of those. 

Of course, this makes selecting the appropriate balance needed 
to protect the public much more difficult, but particularly since 
most businesses subject to regulation are small and therefore not 
always capable of making their concerns known. 

It is a very important issue to me and that folks I know in both 
parties are very passionate about and we will continue to work on 
back in Washington. Small businesses are in fact the foundation of 
our economy. 



30 


You heard one of our witnesses talk about the fact that half the 
people in the nation work in small businesses. Actually in South 
Carolina, it is closer to 80 percent. And the large majority of our 
new jobs created every single month nationwide are in small busi- 
nesses. 

I want to thank each of you gentlemen for coming up today. I 
want to thank everybody for participating, especially those of you 
who came from long distances. There is a formal opportunity that 
I have and other members will have. By the way, other members 
will have the opportunity to read the transcript and to submit 
questions for the record, statements for the record, and so forth. So 
just because I am the only member of Congress who is here does 
not mean that I am the only member of Congress, number one, 
that is interested in this; and that, number two, will participate in 
this hearing, albeit after the fact. So with that, I will ask for the 
record that we have five days to submit additional questions. 

Unless there is anything else, I thank everybody for participating 
and we will call this hearing of the Small Business Committee to 
an adjournment. 

Thank you. 

[Whereupon, at 11:45 a.m., the Subcommittee was adjourned.] 
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Colonel Charles O’Cain, USAF, Ret. 

Owner 

Owl Business Consulting, LLC 
Before The 

House Small Business Subcommittee on Contracting and Workforce 
Caught Up In Red Tape: The Impact of Federal Regulations on Small Businesses and 

Contractors 
June 14, 2012 

Large businesses do not have a problem doing business with the government. They 
simply hire someone like me to run their government business department for them - problem 
solved. Small businesses can not afford to hire someone like me full time so they try to do it 
themselves. There is no one place a small business can go to find out what they have to do to be 
able to do business with the government. They do not know where to start and they have no idea 
when they are finished. Most will go on line and log on to multiple government web sites 
looking for that one place that will tell them what they have to do. Of course they never find it 
because it is not there so they give up in frustration. Everything a company needs to do to 
conduct business with the government is on line - somewhere. This is a big improvement over 
the paper submissions that were made when 1 was a U.S. Air Force second lieutenant. A small 
business would submit a form to a military base close to them. A clerk would check it until a 
mistake was found and send to back to the company, all by U.S. mail, A second submission 
would be made and checked until another error was found - form returned and so on and so forth 
until that form was correct and then work on the next paper form could be started. Many small 
businesses just did not have the time it took to be able to do business with the government. 
Unfortunately the same is true today. Instead of submitting paper forms by mail and receiving 
them back by mail, a small business has hundreds, maybe thousands, of government web sites to 
look at to try to navigate their way through the process. Most small businesses understand and 
agree that a business should be vetted by the government before being allowed to do business so 
that the U.S. government does not end up doing business with terrorists, convicted felons, 
companies that provide poor goods and services, etc. The bottom line is that the process for a 
company to go through to do business with the government is complicated and they simply do 
not know where to go to find out what is necessary. The end result is that everyone loses. The 
small businesses end up not doing business with the government and the government loses by 
not having millions more businesses providing excellent goods and services they need to buy. I 
can help the government solve these problems! 



32 


June 14, 2012 
Rock Hill, South Carolina 


Before the 

Committee on Small Business Subcommittee on Contracting and Workforce 

Comments of 

Monty Felix 

Alaglass Pools, St. Matthews, South Carolina 

Chairman Mulvany and Ranking Member Chu, thank you for the opportunity to testify before this 
hearing. My wife and I own a small company here in South Carolina. And for several years I 
served as the Chairman of the South Carolina Small Business Regulatory Review Committee. 

As an owner of a small company, I depend on the Federal government to regulate industry 
based on valid and transparent reviews of the scientific, economic and other relevant facts. 
Unfortunately, recent regulations and other actions by EPA and HHS are not based on valid 
assessments but appear to be driven by policy decisions that hide the real facts. 

For example, in April 2011, the National Academy of Sciences (NAS) released a major peer 
review of EPA's Integrated Risk Information System (IRIS). The NAS was very unhappy that 
EPA had failed to implement many long-standing NAS recommendations aimed at Improving 
the scientific quality of EPA's decisions. EPA's IRIS program can have profound impacts on our 
economy. As just one example, municipal drinking water system managers are very concerned 
that recent EPA risk levels will bankrupt city budgets, without any real health benefit. (In my 
written comments, I include a summary of the potential impacts of EPA's IRIS program.) 

Congress also recently ordered an NAS peer review of the HHS Report on Carcinogens (RoC) 
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program, to address similar concerns about scientific quality. My own company is dealing with 
the fallout from an RoC assessment that was mismanaged by the HHS staff and ignores the 
best science and the many international experts who concluded this chemical is safe. (I also 
provide a written summary of the problems with this RoC assessment.) Americans are being 
misinformed about health risks, and good manufacturing jobs and innovation will move to other 
countries. 

On April 23, the Small Business Committee held a joint hearing with the House Science 
Committee to look into the HHS Report on Carcinogens. Business owners at this hearing 
testified that they are having trouble with increases in insurance costs and employee turnover 
as a result of biased and incorrect HHS assessments. And scientific experts testified that HHS 
fails to employ the modern valid assessment methods long recommended by NAS. (I ask the 
Subcommittee to refer to the record for the April 23 hearing for more information.) 

Biased, policy-driven analysis will also lead to increased electricity costs for manufacturers in 
South Carolina and across the country, which will also send jobs offshore. EPA’s Utility MACT 
rule justifies a requirement for utilities to install very expensive control equipment by pointing 
to claimed health benefits. Yet according to expert testimony before a February 8 hearing of 
the Energy and Commerce Committee, EPA based its benefits estimate on a small number of 
cherry-picked, non-representative and flawed studies, and double-counted emission reductions 
already achieved under other rules. (I encourage the Subcommittee to refer to the record for 
the February 8 hearing for more information.) As a result of the bad analysis, EPA grossly 
overestimated the rule’s benefits. 

When President Obama first took office, he made a commitment to the use of sound science 
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and sound analysis. However, it seems this Administration believes that an analysis is “sound" 
as long as it supports its pro-regulation agenda. 

I strongly encourage the Small Business Committee to continue its effort to promote business 
viability, innovation and job growth by holding the Administration to the President’s promises 
to base regulatory and other decisions on sound, fair and transparent analysis of the relevant 
facts. 

Thank you very much for the opportunity to share my comments with you. 
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EPA’S IRIS PROGRAM 
REQUIRES MAJOR 
OVERHAUL. 


American" 

1 Chemistry 
'“^Council 


In the mid-1980s, the U.S. &i\4n}mnent^ 
Protection Agency (EPA) created the Integrated 
Risk Information System 8^^) to facilitate 
the development and (flsseminahon of rtsk 
assessments for chemicals. This i^atfom 
was intended ^ a tool to supp<Mt»id guide 
scientifically sound and consistent risk 
management decidons. 

Since its inception, IRIS has become a point of 
contention, rather than an asset, for ERA. due 
to conclusions on risk that »'e not supported by 
science in all cases. The IRIS program must be 
overhauled to improve its scientific rigor If It wants 
to be credit^e and an asset to risk managers, 
in fact, m^y IRIS risk assessm^its have been 
referred to the National Academy of Sciences 
^AS), which recently concluded that systemic 
flaws in IRIS methodology lead to pow quality 
assessments. The NAS and other expert panels 
frequently criticize the IRIS assessmwits for their 
poor scientific quality - a result of the IRiS“s 
ixinecessary reliance on overly conservative 
and defaiit assumptiors and outdated scientific 
information. These weaknesses are most clearly 
seen when JRiS-recommended “safe" lev^s for 
Chemical exposures are b^ow ttte levels tormed 
every day in our bodies or are below envircxvnenlal 
background levels. 
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Below ate just a few of the exam^es titat itobate bie ic^^al ctt^enges 
the t!^ t^k create for risk assessors, and how biese 

mcofsi^eiKies firther lawtermine tl» credsai^ the PS program. 

hCBimt 

IRIS Ri^ Asses^«4 le\^: (19 mg/'kg/^y 
Nator^^ Occurrbig Level in ffeimans: 1 .5 mg/irg/day 


i^evafuafttn would be below bacK^tKmd leve^ in many soifs and 
w^supplfes. RxKf grown and poAced in die U.S contains Inorgank; 
aserft; from natwal source, avj d>e caicer facttr cun^tiy being 

pn^K^ed by PS woidd indicate b^^ound levels of arserac in soil 
and food wo^d pose more a mfoimal canc^ ri^ araf uy$ could 

cro^ unr^cessary ^d uiwasixud:^e conc»ns ^ut foe s^ty arfo 
wtKriesomenessof the U.S. food stp^. 


TIte e^imat^ d£uly (tee to infants from foe a^tone n<^ma% {veseni M 
ffKrth®^ rrtik (1.5 mg^day) exceecfe die ffttS-esUmated safe level of 0.9 
mg^g/day nemfy two- fold Thus, foe PS an^ysis suggests that tiie 
(te% doses (rf a(»t(me in mother^ mflk are unsafe to foe nwsing child TWs 
ana^s also do^ not %coimt te the tel foat the truman body normal 
l^ucss 2,0{X} to 3,0(X) mg of acekme each day, which is mwe 9m 40 
times foe PS-eslimated lev^ - informalitw ftM was avartrfote to IRS in 
2003,' but was rart us^ In tfwir revfe^J nsk ralues. 

FORMALDEHYDE 

PS Rsk Ass^m^ Lev^ 0.008 parts pa* biBion fojfo) 

NaturaSy Occtaring Lev^ in Humans: ifo fo 8.0 ppb 

The Wotfd K^ttii (hganzadon r^xte that iHtmat^ fomi fomtald^e in fodr 
bodte aid exhale It c»n:en^t{^ fo ao p^.The PS-proposed cancer 
dsk valie of O.OfB wcxjld ^ a oncer ri^ witue focd is signifjcantly below 

the foat nak^iy oc^ur in foe enraoranad The ERA’S pn^nsed cancer 

(tek vakie would aigge^ foat human txeafo poses an unaccet^e ris^ of 
caim y^ eiqteence. corrunm serse and sc^e fofl us foat tl4s (»ul<fo'i 
posst^tefoec^. hi fac^ a canp^ensive {formal Academy (rf Sciences 
roport reornnends foat foe PS risk assesanail be consistent with foe Work) 
Healfo {^gaitization^ giKMn^. 

ACRYLAMIDE 

PS Ri^ As^ssmenl Uvel: RfD of 2 pgAcg/day 
Nahii^ty (teisnng Lei^l: 0 3 to 1 |jgA( 9 /day 

Th^ OTiafod from foe (xtemg pnxess (rf breaf and cmab PS 

esfobfi^ a Dose p}) for acrylaiiide at 2 pg/kgtiay based 
on ftrtfngs kom a dudy reporting degeneraive nerve chaiges in rats ^ Yet 
atT^amte expQSire e^mates for a U^-recommoided cBel rar^ are to 

1 pgfkgfo^.ITteseestfoiaesirKficate a very smcti margin (rf&gxfiure.meaAig 
fold Dm is very ktte dfferonce between recommended didaiy fotake of 
ars^ainte axi foe dose at wliich we'd expect k) ^ toidc ejects. 

There has not been a sudden foiTease of degenerabve nerve chiuiges 
occtsilng hi any popUabon associated with foe rntroctetfon erf manmade 
arsyiffiirfde over foe last few decades cafSng into (Question foe vaSdty irf ftiS 
r^tts. in focL this PS giAJehie lent wixrfd suggest foe USDA arMicSes 
dietary corsumirfion of unaccep^ble levels of aiTyfamde. 

ARSEHiC 

The inorgarrfe ar^ic !RIS lev^ inappropnatefy uses a linear, no 
ttveshoki appro»:h based im a ^i^le ^idenvology data set, although 
erff avails evidaice on caronogemc mode of action points to 
n(»i-lin^r mechaiisms. The ar^c IRS document does not con^der 
ai^ literature after 2007, SM^uding ov^ 300 arbCes, kK^iKfing det^ed 
mechanise data and e^Mferr^ology studies of U.S. pirfit^attons. In this 
IRIS a^esanerrf, EF% faBed to cwiducl ai “tot^ative analy^' of 
newer e{rfdenrf(rf{^ Lucies of U S. and ofoa' ivesem poputattons as 
had bef»i re()ueSt«f by an indepenctet review pan^ kist^, foe 
IRIS ^(H’ed fofs peer review firKtng di(»e to rely only 

on vwy efat^ (f %8 artol 977). hl^ togwsure data from Taivraa The 
“acce[rfable agxisui^ levels’ derived frwn foe prtpssed new iRIS caraa- 


METHANOL 

IRS Rtok ^essmait Levd: RfO of 0.4 ro^g/cte 
gKOducing an estimated trfood levs) {rf 0.08 
Lewis in foe Blood SIrram®: 0.25 to 4.7 mg/l 

Mefoancrf is uUrptous in tiie aivirmmeirf aid in many foods ttkrf make 
(to a healthy (Set It is also m^aitoiized diffaBrffy by dfoerent ERA 
has acknowledged these facts, recerrfly re-releasaJ a ckaft assessmart 
on mefoanol that does not conster the range (rf back^ound/aidogenoiis 
levels or currently accefrfal dato on correlative Ffoarmoldn^cs. 

Studies have shown tliat even pec^le on (Sets resbiebr^ methanol 
producing fciods have backgrowid Mood levels ron^ born Q.2S to 
4.7 ntg/L. Higher levels woirfd most ceriairrfy be eigiected in foe genera! 
populatton. Yet IRS has proposed ^ RfO of 0.4 mgikg^y, wforch cleaiy 
faBs wifoin foe raige of background/^idogefKnto iev^ 

'Rie PS assessment thus tm{rftes foat Ameticarto are already at n^ of 
mefoanol-induced devetophienfal effects - wlfoout b^g eiqiossl to 
extern^ methanol - sid foat consuming certain foods and bev^g^, 
such as orange juice, may pul them at even greater rf^. For tocample, a 
single 8.6 oz serving of orange Juice would exceed foe Rft> of metltonol 
for an artolt, to children, a single 1 .9 oz serving would exc^ it.^ 


r»c«^ 


RTsk ValUM ShoiAl Be Bas8< 
Best-Avadabte SciHtce, Not SIitH'ic 
A ssumpfione: Revtse the rRIS Proct , . 

Tte ins proi«u rRWt tw rvviMMi le foSnw ■iwropiidtr' •> 0 
iri>>n|w gwMmcb and inwvpurMe heet-wailaMb v i4n*x 
foin convenient as«ii>nqA0ns.WIi«iappivpiuAc daiaare jav 
Smv eheiM be weA eel tfnoni. ia dnve mhitac nak evaluMKip 
lee CM jiiQidd Mao offer n wBwt n gfm flppwtunlies r** 




W: 


... 




For nformt^ regordno trie goivamwit egenewe supporting these poTteies. go to: 

The U.S. Envtfovnental Protection Agency twww.sps.gov) 

The lnta(yetod nsk V>k»notion System (Mww.epa.govr'^Sn 
'ArnvKsnCheinMyCGunelAceienerww-SutinMcfttoEtVi-sv^mtyr^fdien’sChenwEXCMlu^ 
Pngi«n(VCCER: Acanne(CA«<N67-«*0).S«MnVMr laSCQS. 

Bond on Mpinwtte nenw dianpM ki e chrene n» ttuoy M(i a pant a( rMpenuF* (KM ef 
0 063 inp«giasr. vkVeh waeoiScutM a* M BanMrm Dow loMr.CoiVldir)oe ljn« rBMXj and aPtXytr^ 
etceVwicanaWytaatgaSOOioruncwttfciynieriBiSangtiodltawneefcieWrinWrWlMaaa O B g in o a B 
eecMemnMnOoeanou* tovM n Mooto on <jMi that leotncwd matMmoHsoUuGne food*. 

‘UMhcjirt MttutB ' CorrnM* on me U.& EPA DniR Toxieotogicai Atvisw a Nenesneer EBKtt a UMhana 
9 Rt 9 .Junel 7 . 201 t.p.S} 
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CARCINOGENS 


TOXIC SUBSTANCES 

The authors of this article contend that the National Toxicology Program's recent deci- 
sion to classify styrene as “reasonably anticipated to be a human carcinogen” in its 12'*’ Re- 
port on Carcinogens is not scientifically supported, given that the available data do not meet 
the criteria for such a classiflcation. Studies on styrene’s health effects in humans show no 
consistent increased incidence of or mortality from any type of cancer. Tumors in labora- 
tory animals have been observed in only one species — mice — and the known plausible bio- 
logical mechanism by which styrene could cause cancer is specific to the mouse lung and is 
not relevant to humans, the authors write. 


Vlflhy Styrene Should Not Be Classified as a Human Carcinogen 
And Does Not Belong in the NIP’s 12th Report on Carcinogens 


By Juue E. Goodman, Lorenz R. Rhomberg 
AND Robyn L. Prueht 

O n June 10, 2011, the U.S. Department of Health 
and Human Services' (HHS) National Toxicology 
Program (NTP) listed s^ene as "reasonably an- 
ticipated to be a human carcinogen” in the 12**’ edition 
of its Report on Carcinogens (jRoQ. The RoC is a con- 
gressionally mandated report of "reasonably antici- 
pated to ik" and "known” human carcinogens. The 
HHS secretary delegates ite preparation to the NTP. 


NTP included styrene in the RoC based on what it 
said was "limited” evidence of scene’s cancer-causing 
potential in humans, "sufficient” evidence of canrinoge- 
nicity in animals, and supporting data on the mecha- 
nism by which styrene acts biologit^y. Bid in point of 
fact, the listing of sQn-ene in the RoC Is not scientifically 
supported because the available styrene data do not 
meet these cnteria. Scene's listing is unwarranted, 
and the "reasonably anticipated” listing of serene 
should be withdrawn. As we discuss bdow, there are 
several reasons for this; these re^ons indude: 
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■ Studies on styrene’s health effect in luimans (epi- 
demiology shtdies) show no <x)nsistent increased 
incidence of moit^^ (death rates) from t 3 i}e 
of cancer. 

■ An ino'eased incidence of tumors (mostly benign) 
in laboratoiy animals has been observed only in 
certain strains of cme ^ecies (mice), and on^r at 
one site Oung). 

■ Hie tumors l^^thesized to occur in humans are 
nc^ the same as those (Served in mice, indicating 
not only a iadk of concordance among laboratory 
animals— even within the same spedes (mice) — 
but also with humans. 

■ The onty known plausible biological mechanism 
by which styrene could cause cancer— one that is 
spedfic to the mouse lung— is not relevant to hu- 
mans. 

Therefore, the evidence does not support styrene’s 
characteriTaUon in the RoC as “reasonably anticipated 
to be a human carcinogen.” 

NTP Criteria for 'Undted’ or ‘Sufficieitt’ Evidence 

NTP states that in order to be listed in the RoC. a sub- 
stance must show “limited" e\adence of carcinogenicity 
from studio in humans and "suffident” evidence of 
carcinogenicity h'om studies ui experimental animals. 

Concerning humans, NTP does not predseiy define 
standards for when the "limited” o'iterion for carcino- 
genic^ is deemed to be satisfied. In our view, when all 
the human evidence is evaluated, one reaches the con- 
clusion that a causal relationship between styrene e^qKi- 
sure and cancer is not supported and that NTP’s loosely 
defined standards of “limited” evidence are n<^ met. 

Wlule NTP does outline more precisely the criteria 
for what constitutes “suffident” e>ndaice of cardnc^- 
nicity in laboratoiy animals, as we e^q^ain in the follow- 
ii^ sections of this commentary, die d^a show that 
those NTP criteria also are not met for styrene. 

Epidemiolosy (Homan) Studies 

In our peer-reviewed commentaiy* that will ^pear 
later fitis year in the Journal Human and Eco/ogicol 
Risk Assessment (HERA), whidi Is based on an analy- 
sis we submitted to NTP on the cardnogenidty of sty- 
rene, we pdnt out that the key human studies on sty- 
rene Invc^e woikers in the reinforced plastics and 
composites (RPC), styrene-butadiene latex rubber 
(SBR), and styrone4)olystyrene (PS) industries. The 
hipest styrene exposures occurred in the RPC uuhis- 
Uy, followed by the SBR industry, and then the PS in- 
dustry. In tile SBR industry, worlmrs were co-exposed 
to an establ^hed carcinogen, 1.3-butadiene. 

The NTP styrene listing si^eds that these studies 
ti^ether indicate increased incidence of or mortality 
from tymphohemrnopoKtic cancers, such as leukemia, 
and that smne shidies of RPC ii^ustzy woilcers (n-ovide 
sugg^tive evidence for increased incidence of or mor- 
tality due to pancreatic and esophageal tumors. 

In cxir re-examination of the human data for the 
HERA commentary, we note some statistically signifi- 


' Rhombeig et at. 2012. “The Weight of Evidence Does not 
Support the Listing of Styrene as ‘Reasona^ty Anticipated to 
be a Human Cardm^Sen’ in NTP's T^iftb Report on Carcino- 
g^is,” Human and ^i^ogleal Riak Aasesammt. In press. 


cant associations with smne styrene exposure measure- 
ments for tile aforementioned cancers, but that: 

■ risk estimates were not marke(tiy large, and for 
eadi cancer type, studies purporting to show an 
effed; were feu* outnumbered by studies showing 
no a^ociation with styrene^ 

■ co-^osure of SBR industry workers to an estab- 
lished cai^inogen confounded the findings from 
thd cohort; 

m most analyses were based on a small number of 
observed cases, which resulted in unstable esti- 
mates; and 

■ negative associations (appareittly reduced rates of 
tumor incidence vritii increasing &c{x>sure) were 
reported for certain cancer types that were often 
as strong as positive associ^ions reported for oth- 
ers. Just as it is unllkety that these negative asso- 
ciations reflect a protective mechanism for sty- 
rene, the few positive associ^ions are unlikely to 
reflect a causiti association. 

When considering the human evidence as a whole, 
there are no consistent associations between styrene 
exposure and any specific cancer type either wit^ or 
among studies. 

Laboratoiy Animal Stud^ 

Chemical testing in mice and rats is used extensiveiy 
to determine the likelihood that humans ejqpK^ed to the 
same chemical may be affected in a similar manner. 
The rationale for using rodents as indicators rests on 
tiie broad similarity among mammals in anatooty, 
physiology, and biochemistiy. 

The applicability of a mouse or rat response as an in- 
dicator of potential human risk amounts to iQ^poth^iz- 
ing that, owing to this undeityii^ biological cmnmonal- 
ity, the cancer-causii^ process response for the ani- 
m^ results also plausibty could occur in humans. Such 
rodent tests underpin most of the current government 
regulations on chemicals today. 

But is a mouse’s reaction to a test chemical a good 
predictor of human health? The short answer is, re de- 
pmds. For this reason, the Environmental Protection 
Ageniy's Guidelines for Carcino^n Rish Assessment 
emphasize that risk assessors need to understand as 
best th^ can the “mode of action” by which a 

substance acts biolog^calty within and upon an organ- 
ism. 

In many cases, this understanding will help confirm 
that humans are likety to react the same vray as the test 
animal. But in some cases, tius will show that what hap- 
pened in the test animal is unlikely to hai:q)en in hu- 
mans because of the ditierenc«s between the sped^. 
Sud) is the case with slj^ene. 

In the inid-l990s, sevo^ imblished studies raised 
questions about styrene’s cancer-caudng poteittial in 
humans. Spedfica^, the dudies found tumors in ex- 
posed mice, but no tumors in rats. It was dear that tiie 
processes responsitde for the tiunor form^on found in 
mice did not occur in r^. In short, tiie pr^xxsed gener- 
alization of effects across mammals— in tius case mice 
and rats— was contradkled. calling into questi<m the 
use of aity presumed commonality proc^es to aj^ty 
these aniit^ results to human risk pt^ential, Sdentists 
launched an effort to determine vdiy and vriietim* hu- 
mans were more likely to be like mice or rats. 
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Mice Develop Lung Tumors from Styrene 
Exposure but Rats Do Not 

llie answer to why mice develop lung tumors from 
slyrene exposure wcHifd be revealed over a period of 
years through inv^dgations into scene’s MOA in the 
mouse lung. Numerous ^dies published from the late 
199(te to the present demonstrate that the differences in 
Styrene-Induced toxicity and carcinogenicity among 
nuce. lats, and humans largely can be expimned dif- 
ferences in styrene metabolism between mice and both 
rate and humans. 

In addition, the eariy research showed that the lung 
tumors in mice m(^t likely were not caused by damage 
to DNA, which is a "genotoxic” MOA Rather, it indi- 
cated th^ the tumom resulted from cell toxicity (cyto- 
toxicity). in this case, the damaged ceils are replaced by 
new celte at a rate faster than normal cell turnover— so 
fast, in &ct, that it leads to the opportunil^ for some 
damaged cells (which the bo<^ would eliminate under 
normal drcumstances) to replicate, eventually remitting 
in tumors. Ihis finding was cor^istent with resuks from 
r^ studies, ^\1lere no lung tumois were seen and there 
was no evidence ctf cell toxid^. 

These early studies also incited that “^rene respi- 
ratory tract toxicity in mice and rats, induding mouse 
lung tumore, is mediated 1^ . . . metabolites.^ The 
[applicdsle] model predict that humans do not gener- 
ate suffident levels of these metabolites in the Rung’s] 
terminal bronchioles to reach a toxic level. Therefore, 
die postulated mode of action for these effects indicates 
(hat respiratory trad effects [of styrene] in rodents are 
nd relevant for human risk assessment.”^ 

The essential finding from this research is that mouse 
lungs exposed to styrene produce sufficient quantities 
of certain metabolites to develop tumms, but rat lungs 
do not. The question remained: \Miat were the metdio- 
Utes responsible for these phenomena? Wkh the an- 
swer, one could examine whether these same metabo- 
lites are of concern for humans. 

Identifying Metabolites That Mediate Tumor 
Formation 

From 2002 thrcKigh 2009, scientific journals pub- 
lished a number of papers ba^d on research to ideidity 
responsible metabolites and, accordin^y, answer the 
fundaments question of why humans and rats exposed 
to styrene do not develop tumors while mice do. In 
2009, the Journal of Regulatory Toxicology and Phar- 
macology carried a review Cruzan et al.^ summariz- 
ing the Ixxty of MOA mouse lung tumor research. 


^ Fori^pi sul^tances are typically broken down and re~ 
moved from organisms throu^ a "metabolic” process in 
wdiidi specific enzymes cbmsucalty alter the substance into 
“metabotttes'* (the products of tiie breakdown process) that 
are either removed from the oiganism or, in turn, are subject 
to fiirthm' m^boUc processes. 

^ CiuEan et al. ‘"Styrene Respiratory Tract Toxicity and 
Mouse Lung lUmors are Mediated CYT2F-generated Me- 
tabolites.” J^pilatory Toxicology and Pharmacology, 35:308- 
319 (2002). 

** Cruzan et al. "Mouse Specific lung Turoore from 
Cyp2F2-]Vfediated CyttXoxic Metabolism: an Eadpmnt/Toxic 
Response Where fo>m Multiple Chemicals Converge to 
&q}poit a Mode of ActioB,” Regulatory Toxlcol<^ and Phar- 
macology, 55:3(^228 (2009). 


Overall, the studies renewed by Cruzan et al. demon- 
strated that for toxicity to occur, styrene must be me- 
tabolized in mouse, rat, and human lui^ by similar 
enaymes— called CYP2F enzymes. These enzymes are 
designated CVP2FI in iHimans, CYP2F2 in mice, and 
CYP2F4 in rats. The CyP2F enzymes in mice and rats 
can more readily metobedize styrene than CyP2Fl in 
humans, but the mouse lung has a greater capacity to 
metabolic styrene conqiared to rats and humans be- 
cause of difierences in the {absence of certain ceil 
types. 

C^ara cells are the m^jor cell t^e in the lung that me- 
tabolizes styrene following inhalation exposure. In 
mice, CHara cells are numerous and are spread through- 
out the airways. In rats, these cells are significantly 
fewer in number, in humans, Clara cells are rare. 
Mouse Oara cells produce five times nmre total styrene 
oxide (an intermediate metabolite of styraie) than rat 
Clara cells. Thus, the cells that met^Uze styrene in 
the lung differ in their number and loc^on among 
mice, rats, and humans. 

Recently, some of the authors of the MOA review 
conducted a stucty^ using mice with the gene encoding 
the CYP2F enzyme removed C'knock-out mice”) to de- 
termine whether they would be st^ceptlble to styrene 
toxicity. This study demonstrated that styrene toxicity 
in the mouse lung does, indeed, require m^abollsm 
CYP2F, and that the metabolites responsible for toxic- 
ity are further metabolic products of styrene and sty- 
rene oxide. 

Since the metabolism and metabolic products of sty- 
rene ^ different in mice, rats, and humans owing to 
the different effects of the en^mie active in each spe- 
cies, it should be expected that styrene toxidty Is differ- 
ent in mice, rats, and humans as well. 

Lack of Concordance Among Human, Laboraimy 
Animai, and Mode.of.AGtion Data 

The NTP profile for styrene st^es: "Although styrene 
disposition differs quantitativety among species, no 
qualitative differences between humans and experi- 
mental animals have been demonstr^ed that coidradict 
the relevance of cancer studies in rodents for evaluation 
of human hazard. Detection of styrene-T.S-md^-DNA 
adducts at base-pairing sites and chromosomal abeira- 
tions in tymi^ocytes of styrene-exposed wcNrters sup- 
ports the potential human cancer hazard fram slyrene 
through a genotoxic mode of action.” This statement is 
incorrect fcH- sevaal reasons. 

First, there is no concordance among the human and 
iaboratmy animal data on the effeds of styrene. The 
styrene-induced luog toxicity mid tumor formation ob- 
Sdved In mice are spedes-specific, and the mechanistic 
data strongly su^ed that these tumors result from lung 
toxidty that depends upon the localized metabolism of 
styrene by the mouse CyP2F enzyme. In toimans. (his 
en^me does not have the same capadty to metabolize 
dyrehe. 


^ Cruzan et al. "CVT2F2-geaeiatc»l Metabolftes, not Sty- 
rene Oxide, are a Key Evatt Mediatii^ the Mode of Action of 
Styrene-induced l^mg Tumors.” R^fulatory Toxicology and 
Pharmacology, 62:214-220 (2012). 
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Although the detec^on of styrene oxide>DNA ad- 
ducts^ in styrene>exposed workers indicates that hu* 
mans can metabolize styrene to some extent, they do so 
maricedly less than rodents. FhrHieraiore, in rodents 
this m^aboHsm does not lead to a genotoxic MOA and 
does ncA {X'oduce the tymphohematopoletic cancers 
that the NTP statement suggests as the basis for human 
cancer risk’ 

Second, the epidemiology data do not suggest that 
styrene exposure Is associated with ai^ spectBc cancer 
ty{» in humans, either widiin or among studies. The 
NTP listing, however, interprets these data as suggest* 
ing that styrene exposure may increase the incidence of 
three types of cancer Oymphohematopoietic. pancre- 
^ic, and ^ophage^) in humans. Even if one accepts 
this Uiterpretation, no corresponding responses have 
been observed in experimental animate, as no increases 
of those types of cancer have been reported in styrene* 
exposed animals. 

Third, a genotomc MOA for styrene, either in animate 
or humans, is not plausible. The genotoxidty data for 
styrene are InconstetenA, and the sole clear animal tu* 
mor response (mouse lung) is attributable to increased 
cell proliferation timt results h‘om the cellular damage 
induced by styrene mdabolism at a greater rate th^ 
any human tissues are capable of producing. 

Taken together, the human, experimental animal, 
and MOA data for die effecte of styrene do not support 
the classification of styrene as a human carcinogen.^ 


^ A DNA adduct is a piece of DNA bonded to a chemical. 
Hie presence of DNA adducts in an indlvklua] indicates prior 
exposure to the chemical itself or to a metabolic precursor of 
the chemioiK 

^ Studies of animals exposed to styrene oxide itself have 
shown inaction of tumors in the forestomach (an organ that 
humans laclQ only when directly injected into the forestomach 
by stomach tube, an effe<4 attributable to the cellular damage 
and increased cell proliferation induced by direct local toxicity 
of styrene osdde. Styrene oxide is not produced at any site in 
humans by mtdaboUsm of styrene in suflkient quantities to be 
able to pi^uce simiiar carcinogenic effects. Thus, the ability 
of humans to form some amount of styrene oxide is not ger- 
mane. 

** Readers are encouraged to expiore this subject more fully 
1^ reading the four scientific r^rts ctted in this commentaiy. 
Ail four papeis are available upon request to the Styrene Infor- 
mation and Research Centw ^np;//www.styrene.org or http.7/ 
www.YouKhoW5tyrene.ojg), 910 17th St N.W.. 5tb Floor. 
Washington. D.C. 20006. 


Condiisioii 

For styrene, it is clear that the proresses i^pomibie 
for tumor formation observed in mice do not otxur in 
rats, ft is not only that rats do not show a tumor re- 
sponse from pyrene inhalation, but also that the spe- 
cific MOA is n<M present. In shtMrt. the jMoposed gener- 
alization of effects across mamm^ is contradit^ed. 
Moreover, there is no indication that the MOA would be 
present in humans. 

To bring together experimental animal, human, and 
MOA data into an overall weight-of*evidence analysts 
about the potential for human carcinogenicity, one 
seeks to ch^cterize the likelihood of a common thread 
that ties together the evidenre from the different 
soiu'ces and proposes a plausil^e line of reasoning as to 
why a potential hazard in humans is indicated. For sty- 
rene, there is no such commonaUty. 

The NTP classification of styrene as '‘reasonably an- 
ticipated to be a human carclno^n” based on “limked" 
evidence of carctnogenicity in humans, “sufficient” evi- 
dence in animals, and supporting mechanistic (teda is 
not scientifically supported, ^ven tiiat the available 
data do not meet these criteria. Styrene should not have 
been listed as “reasonably anticipated to be a human 
carcinogen” in the NTP's 12th Report on Carcinogens. 


About the others: 

Julie E. Goodman and Lorenz R. Rhomberg are princi- 
pals with Gradient on environmental consulting firm. 
in Cambridge. Mass. 

Robyn L Prueitt is a senior health scientist with Gra- 
dient in Seattle. 

77ie opinions expressed in this article are solely those 
of the authors and do not reflect a position of 
filoombergBNA, which welcomes other views. 

EdiU^'s note; This commentary was prepared with 
financial support from the Styrene Information and 
Research Center (www.styrene.org or www.YbuiOiow- 
5tyrene.org). The authors have sole responsibility for 
its writing and contents. 
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Congressional Subcommittee 
US House of Representatives 
Committee on Small Business 
2361 Rayburn House Office Building 
Washington, DC 20515-0315 



Thank you, Chairman Muivaney for inviting me to testily today. I’m not a government policy wonk nor am I an expert on 
public health care. However I am a businessman who knows a few things about managing a company, creating jobs, and 
perhaps more importantly, keeping our employees employed. When I was asked to testify on the impact Patient 
Protection and Affordable Care Act, otherwise known as Obamacare, I thought 1 could provide a small business owner’s 
perspective. 

First, I respect the government’s rote in creating prudent legislation that provides a template for businesses to function, 
pay taxes, and establish laws which create the boundaries for our citizens. We need a balance of laws, regulations, and 
taxes to create long term sustainability. 

My Story: 

1 started Carolina ingredients in 1990 as a food ingredient distribution company out of my home. In the first ten years of 
business we grew to 12 employees and created value by building a spice and seasoning facility. Fast forward two 
decades to 2010 and we built the first LEED Seasoning manufacturing plant in the USA. At the end of 2009 we employed 
twenty one people. As of today, twenty two years later, we have 37 employees Why do I share this with you? I humbly 
submit our company is an example of the American Dream. 

Our Country’s Core Culture: 

The model in which our country was founded is the foundation is similar to Carolina Ingredients and its employees. Those 
core culture values are: entrepreneurial, self-reliant, independent, creative, and individual accountability. The first two 
hundred years of the United States’ phenomenal historical success can be directly associated with these fundamental 
characteristics. There are many others, but that conversation isn’t for today. 

It is no secret the regulations our government has in place today far exceed what existed in 1776 not to mention 1976, 
Frankly, that isn’t a bad thing. As in all aspects of life, balance must be created to insure long term sustainability. 

However, Obamacare swings the pendulum to the extreme and destroys the balance. Let me explain: 

Small Business' Economic Influence: 

As I mentioned our company grew from one employee to 37 over 22 years; it was a slow transition and emulates a 
successful small business. According to US Small Business Administration, small businesses employ 59.7 million workers 
with large corporations employing 60 million. We hire over 43% of the high tech work force which include scientists, 
engineers, and computer programmers. We also employ a large percentage of the non-skilled work force. Overall, we 
account for 65% of all jobs created between 1993 and 2009. 

Small Business Survival: 

Why is this important? Only 30 out of 100 companies that are created today will survive the first two years. Out of the 
remaining thirty, half will survive five years and only five will make it to their 1 0*'’ anniversary. Of those five companies, 
only a quarter of those companies last to their 15th birthday. The reality is less than 2% of companies created today will 
last more than twenty years. Seventy out of the hundred won't see their second birthday and only 2 percent will celebrate 
their 20“, 

Patient Protection and Affordable Care Act: 

This body of legislation is over 2,000 pages long; to be precise, it is 2,074 pages. Really, are you serious Senators and 
Congressmen? Can anyone truly teil me with a straight face we need a 2,000 page health care bill and what legislative 
quagmire actually means? What are the tong term costs to the citizen and to the government? Who knows? 

Here is what I do know: Ail governmental regulation cost small businesses time, money, and man power. The more time 
we allocate towards compliance, the less time we have to create jobs, mange our businesses, and compete in a global 
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market. Regulations are costly. For small businesses with less than 20 employees, current governmental regulations 
cost $10,585 per employee which is 36% more than larger finns. This doesn’t include the perils of Obamacare. 

There are multiple regulations in Obamacare that have nothing to do with health care. There are items like a tanning tax, 
1099 reporting forms, the Cadillac tax, employer mandates, and individual mandates. If we survive all of these regulations, 
we are rewarded with a bonus called Health Care Insurance tax. 

In the end, the legislation is invasive, punitive, and overwhelming to the business community. Ever heard of a death by a 
thousand cuts? My best guess is Carolina Ingredients’ health care cost will increase between 100 to 150%. That means 
our annual health care cost of $125,000 will eventually range between $200,000 and $300,000. (This is based on a 
payroll of 51 people, the expected health care tax of $500 per employee, the 40% Cadillac Tax, Medicare payroll tax, and 
employer mandate). With such cumbersome regulations and costs, I predict many small businesses will default to the 
government managed health care insurance rather than be subjected to mandates and the penalties associated with 
them. In truth, we don’t even know the real costs because no one knows what type of health plans the government will 
select as the “fair plan which alt private plans will be benchmarked. This isn't the model our country was built upon! 

The Unknown: 

Under such regulation, we can’t predict our future and the cost to employ hard working Americans becomes a guessing 
game. Already the CBO projects Obamacare will now cost $1 .8 trillion, which is twice as much the CBO predicted in 201 0. 
To date the current administration is unable to articulate the cause of the increase. Where is the accountability? As the 
years progress, does anyone truly believe the costs will decline? 

Penalties: There is serious concern the employer and individual mandates will be so intrusive companies will defer to 
government health care plans as to avoid potential penalties. We’d rather spend our time building businesses not tackling 
insurance mandates. Heck, I thought we were a partnership? You, the government, create rules, laws, and regulations 
that are specific, reasonable, and ones that are understandable. They aren't meant to be punitive and destroy the 
backbone of America’s small businesses, In return, we take calculated risk, hire people, build businesses that are 
profitable, and pay taxes on those profits! 

Profits: 

I know it seems that making money is a dirty word these days and we shouldn't murmur such a phrase. The truth of the 
matter is this: without profits, companies don’t survive, without companies, employees aren’t hired, no employees no tax 
base. No tax base, no money to fund legislative polices. This is fact, in all of world history; no government created a 
sustainable society by its government creating jobs and becoming a global economic model to emulate. Would you like a 
few reminders of abject failures: Russia, Cuba, the entire Soviet Bloc countries, oh I failed to mention North Korea. 

The Golden Goose: 

So, the moral is don’t cook the golden goose. If you regulate us to death, surely you will suffocate us all. At best, 
Obamacare will weaken our entrepreneurial fortitude; thus, minimizing our country’s sustainability as the world’s greatest 
economic engine. At worst, we ll become a society dependent upon government to make our decisions that they think are 
in our best interests. Much like the countries I mentioned above. This isn’t the model our country followed for the first 200 
years! Or perhaps our politicians think they know what is best for me. History demonstrates alt governments eventually fail 
under this philosophy. Do I want Obamacare to fuel the government's desire to mandate me and our business through 
unaccountable regulations? 

No thanks, i’li take my 2% chance of creating a company and surviving twenty years over our government regulating me 
to death. Historically speaking, the odds of survival are on my side. 


Doug Meyer-Cuno 
President 

(803) 325-9066 direct 
(803) 323-6550 main office 
(803) 323-6535 fax 
dQua@caroiinainaredients.<xim 
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